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Tomovrow 


Chances for lending approval... 
Government in banking . . . ex- 
pected effects ... a new tax law. 


HANCES are weighted on the side of 

approval for most of the President’s new 
lending program. 

public works have an irresistible appeal to 
Congress. Mr. Roosevelt skilfully utilizes 
this urge as a base for building his new plan. 
Here in public works alone is an unbudgeted 
¢390,000,000 that appears assured of approval 
for 1940 use. 

Low cost housing, likewise, appears due 
for acceptance with spread of rent subsidies 
to rural housing and to housing for indi- 
viduals in the $1,250 to $2,000 income classes. 


Somewhat Jess assured is approval for cre- 
stion of a governmental corporation to buy 
railroad equipment for lease to railroads. 
Fate of this proposal will depend on the de- 
gree of White House pressure. 

The same is to be said for increased out- 
lays for turning farm tenants into farm 
owners and for making rehabilitation loans 
to destitute farmers. Mr. Roosevelt wants to 
spend $250,000,000 in addition to $123,000,000 
just approved by Congress for these pur- 
poses. | 

Log rolling of groups: Labor supporting 
fam loan plans in return for rural repre- 
sentative support for public works and 
housing, could turn in approval for all of the 
above projects. 

Outside of that category, however, is the 
plan for $200,000,000 in foreign loans. Con- 
gress promises to be cool to that project. 


* * 


Involved in the President’s program is a 
broad extension of Government into the fteld 
of investment banking. 

Government entered this field in a big way 
in 1932 with the creation of the Reconstruc- 
tion Finance Corporation. Federal banking 
operations have broadened much since then; 
now are to be given another push. 


Overwhelming abundance of money seek- 
ing work at any wage makes this trend irre- 
sistible. All signs are that the trend will 
accentuate in the years ahead, unless private 
financing revives. Planners say that the need 
is for 18 billions of new investment in capital 
goods each year. Actual investment is run- 
ning under 10 billions. The problem of 
recovery is to find an outlet for eight more 
billions. 

The present program only scratches the 
surface of the investment problem. 

Effect of the new program, if approved by 
Congress, will be to bolster the Government’s 
outlay of borrowed funds. This means fur- 
ther under-pinning for business in the 
months ahead and assures against a slump 
inthe Federal “contribution” now running 
above $300,000,000 a month. 


Size of the Government’s loss through its 
banking Operations, or of its possible gains, 
depends on the lending policy. Emphasis is 
to be not so much on the safety of each 
loan as on the possibilities of business stimu- 
lation in the loans. The guiding idea is that 
losses, even if suffered, will be smaller than 
the cost of direct Government outlays 
thtough WPA, Experience shows that the 
Govern: ment has a good record of repayment 
*"vén on the poorest classes of loans. 

In Congress: 

Speed records were broken with enactment 
ofa new tax law. 

Unde: 


4 the law businesses that have been 
Stributj 


ing more than 40 per cent of their 
income in dividends will pay a higher tax 
than at present. Those paying less than 40 


Per cent of income in dividends will pay a 
lower tax, 


Princip 
the new 


al business relief will. come from 
vidual Opportunity for corporations, indi- 
ee and partnerships to carry over any 
°sses to offset against 1940 and 1941 
income. 
5 sPProval of all but minor details in the 
‘200,000,000 Department of Agriculture bill 
ipo ‘ant for the size of the new farm 
©s and for the tacit acceptance of ex- 
Port subsidies on cotton. 


Sch al ri: the line Congress is tending to 
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Another Huge Deficit For Treasury: 


HE Federal Government, as it closes its < 


books on another fiscal year, finds that, 
with the exception of 1936 when the veterans’ 
bonus was paid, it is using more red ink than 
at any time since the era of a began in 
1931. 

Actual expénditures are rt a higher level 
even than in 1936. The deficit for this year is 
smaller only because increases in taxes are 
bringing in more revenue. 


The Federal deficit for the year ending June 


80 is expected to total approximately 31% billion 


dollars, or more than double that for last year. 


The record for the years since the first red 
ink of the 1930s was splashed on the Treasury 
books is shown on the pictogram at the top of 
this page. The figures shown are the net de- 
ficits after debt retirement expenditures are 
excluded and are less than the figures shown 
on this date last year because since then RFC 
operations have been excluded from the calcu- 
lations of the Federal deficits. 


The row of red ink bottles on the Treasury 
steps represent the story of a period in which 
average Federal expenditures have increased 
to nearly three times what they were during 
the years of the ’20’s. 


RISE OF THE DEFICITS 


Deficits were incurred in the early part of 
the period as a result of the sharp drop in tax 
revenues while the depression deepened. 
Strenuous efforts were made to curtail expen- 
ditures as the drop in revenues continued. The 
net deficit rose from 481 million dollars in 1931 
to 2,529 million dollars in 1932 and then 
dropped in 1933 to 1,384 million dollars. 


In 1934 began the period when deficits were 
incurred as a method of stimulating business 
recovery. Consequently, expenditures rose rap- 
idly until the 1936 peak. In that year, Con- 
gress, over the President’s veto, voted for im- 
mediate payment of the veterans’ bonus, thus 
sending out an additional 1% billion dollars of 
Government money into the stream:of pur- 
chasing power. 


Then in the 1938 fiscal year, “pump-prim- 
ing” expenditures were reduced. WPA spend- 
ing dropped to about one and a half billion dol- 
lars and spending for PWA fell off in nearly 
the same proportion. At the same time better 


’ business conditions increased tax receipts to 


the highest level in peace-time with the result 
that the defict was reduced to 1,384 million 
dollars. 


But this year government “pump-priming” 


has ‘been resumed on a large scale in another 


attempt to stimulate business recovery. 


qh 


> 


In round numbers as the fiscal year ends, + 


the picture looks like this: 


Total Income .$ 5,800,000,000 


Total Outgo ....... 
Deficit ..... 


The increase in Federal expenditures may be 
illustrated by comparing the 1939 expenditures 
with those for 1931, the first year of deficit 
spending. 

Here is the picture of Federal finances dur- 
ing 1931: 


.$ 3,190,000,000 


Total Out@o 9,071,000,000 


Most of the increase in expenditures which 
has raised the public debt 23.7 billion dollars 
since the 1931 fiscal year has been due to pay- 
ments to special groups in the population 
which received no help from the Federal Gov- 
ernment in more prosperous times. 

In 1931 the National Government made no 
payments for direct relief or work relief. Ex- 
penditures this year for all forms of relief are 
estimated at 2,735 million dollars. 
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By Marriner S. Eccles.....10 | 


A’here the Taxpayers’ Money Has Gone 


No social security programs such as those 
for the needy aged, dependent children or blind 
were financed by the Federal Government in 
1931. This year such expenditures are costing 
the Government 833 million dollars. 


Farmers got special assistance through loans 
in 1931 but there were no benefit payments 
such as those now provided by the AAA. This 
year they are getting 708 million dollars from 
the AAA. 


In 1931 public works of all kinds cost 373 
million dollars. This year public works are 
costing 993 million dollars, or nearly three 
times as much. 


The increase in the national debt has meant 
an increase of 364 million dollars in annual in- 
terest payments. 


Still another reason for the increased cost of 
Government is the expenditure of 307 million 
dollars more this year for national defense. 


GROWING EXPENDITURES 


The outlook for the new fiscal year begin- 
ning July 1 is uncertain until Congress ad- 
journs, but in most expenditures large in- 
creases are in prospect. 

Increases in payments to farmers, for social 
security and for national defense and in other 
operating costs of the Government, already 
scheduled, will cost about a billion dollars more 
than this year. 


A cut from 2% billion dollars jn WPA this 
year to 1% billion dollars for the coming year 
is scheduled, but its attainment is dependent 
largely on whether there is sufficient business 
recovery to provide large-scale private reem- 
ployment. Then there is the President’s 3,860,- 
million-dollar lending program which may lead 
to some additional expenditures although it is 
scheduled primarily to be cargied on outside 
the regular budget. 


Better business conditions are expected to 
increase tax receipts 150 million dollars. But 
the freezing of social security tax rates at the 
present level will mean an even larger reduc- 
tion in the actual amount of revenues to be 
available for use of the Treasury. 


The lesson derived from experience in deficit 
spending thus far is that once payments are 
made for farm benefits, social security benefits 
and similar programs, it is difficult to reduce 
them. Most of the reduction in the deficit in 
1938 came from reduction of the public works 
" m and from higher tax receipts. 


A’ reduction in the Federal deficits is ex- 
pected to come primarily from better business 
and larger tax receipts rather than a cut in 
the programs which have raised annual outlays 
to three times the average of the ’20’s. 
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\The March of the News 


Money talk and lending policies 
... British bluster in the Orient... 
third-term feeler . . . capital, labor 
and profits. 


MONEY talked loudly in the Halls of Con- 

gress and capitals of the world during 
the week as statesmen and politicians con- 
sidered “the root of all evil.” 


To extract the good from the evil in money, 
President Roosevelt announced an Admini- 
stration lending program to involve over 
three billion dollars eventually, 870 millions 
in the next fiscal year. By lending instead 
of spending, the President gave assurance 
that the budget won’t even bend, let alone 
break, and meanwhile idle dollars will go to 
work on public works, railroads, toll roads 
and the like. 


Administration forces planned to attach 
the loans to the pending relief bill in the 
Senate, but such an attempt, anti-Administra- 
tion Senators promised, would raise money’s 
normal voice to a thunderous roar. They de- 
nounced the loans as camouflaged spending. 


BUSINESS ‘APPEASEMENT’ 


That money talks was further demonstrated 
by the Senate silver bloc, which started a 
filibuster on the bill to extend the President’s 
dollar devaluation powers. So loudly did it 
talk that Senators, weary from listening, 
turned to taxes and approved a moderate 
“business appeasement” tax program with 
dispatch. 


Talk of money was entirely absent when 
Great Britain and the United States decided 
to trade 600,000 bales of American cotton for 
175,000,000 pounds of British and Dutch rub- 
ber. The commodities will be exchanged, 
but the agreement stipulates that they can- 
not be marketed for seven years unless a war 
intervenes. 


As Great Britain blustered without ap- 
parent effect in the Orient, she stumbled in 
Europe toward a pact to bring Russia into 
a Franco-British alliance. The Soviets re- 
mained shy, and Reichsfuehrer Hitler sought 
to torpedo British hopes by talking of -a 
trade pact with the Communist state. 


Chinese money took a bad fall on foreign 
exchanges as Japan’s blockade of Tientsin 
tightened, with charged wire in use. Both 
Britain and the United States protested 


Japanese policies, but British voices lowered’ 


[Continued on Page 3, Col. 1.] 
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News 


within the 
News 


BOUT this same time each year, as 

another fiscal year draws to a close, 
it is our custom to ask our financial ex- 
perts to look carefully over Uncle Sam’s 
books—and to report on the state of 
Federal deficits and spending. 

Reluctantly they reported that in the 
year closing June 30 the U. S. Govern- 
ment will use more red ink than in any 
year since the Federal deficits began in 
1930, except for the year 1936. Not 
only that, but the deficit will be the sec- 
ond largest in peace-time and expendi- 
tures will set an all time record—except 
for war-time. 

So, just as reluctantly we asked our 
artists to add another pretty good-sized 
red ink bottle to the mythical row on 
the Treasury steps and the result is our 
Page One Pictogram. (There should be 
nine bottles really, but we were afraid 
the little 1931 fellow couldn’t be seen, 
so we combined it with 1932). There 
you have the nine-year fiscal picture. 


* * 


A great recovery drive, greater than 
any since the early days of the present 
administration, is under way in Wash- 
ington. Topping it off is a national 
lending program of $3,860,000,000 
which the President announced to a 
startled special press conference called 
on a few minutes’ notice. 

On Page 3 will be found a most pains- 
taking analysis of the President’s plan. 
We have tried to show just how the plan 
differs from the familiar “pump-prim- 
ing” ... What types of projects are 
visualized .. . What types of agencies 
are eligible for the loans... and how 
the program is expected by its sponsors 
to operate with no out-of-pocket cost to 
the Government. 


* * 


President Roosevelt’s own explana- 
tion of the lending plan is so important 
that we recommend the reading of the 
full text on page 5. Incidentally, Federal 


Reserve Board Chairman Marriner S. *) 


Eccles, leading Administration spending 
advocate, whose debates on this subject 
with Senator Byrd readers of the 
United States News over the past few 
months will recall, gave the tip-off on 
the lending program in a speech in Bos- 
ton several days prior to announcement 
of the plan. The greater portion of the 
text will be found on page 10. 


» 


Congress, as we revealed last week. 
has a new idea about how relief should 
be administered after July 1. But 
there’s always the possibility of a legis- 
lative slip betwixt the bill and the final 
vote. This week the Senate will have 
its say and on Page 8 we give you an 
informative preview of what the distin- 
guished legislators may finally drop on 
the President’s desk for his deadline 
signature. Incidentally a new wrinkle is 
the threat to tack the Hatch bill barring 
politics in relief onto the measure. We 
iron that wrinkle out for you in the 
same article, making it easy to see why 
the Administration and certain Senators 
differ when it comes to drafting a bill 
which, if enacted, would mean much in 
the 1940 campaign. 


” 


There seems to be a lot of difference 
of opinion as to whether it is the respon- 
sibility of the Federal Government ‘to 
provide jobs for the jobless, as our 
Question of the Week, on Page 4, re- 
veals. Also the important persons who 
answered our queries on this subject 
have considerable to say on the subjects 
of wages to be paid relief workers and 


- number of hours to be worked. 


* 


Barter is the oldest form of exchange 
in the world. And one of the newest, as 
witness the recent drive for domination 
of world trade by the so-called totali- 
tarian states. 

But now comes news of one of the 
greatest “swaps” in history. The United 
States and Great Britain go after Ger- 
many and Italy with their own trade 
weapons. One of the bigest deals for 
war supplies ever made brings us 175,- 
000,000,000 pounds of rubber. The Bri- 
tish get the stupendous amount of 600,- 

‘000 bales of American cotton. 

Not a dollar changes hands. Our for- 
eign trade experts have followed closely 
this remarkable trade and give us on 
Page 2 an inside explanation of how it 
is to work out. 


E. Wortu HIGGInNs, 
Managing Editor. 


Reprisals 


Jesse Jones 


The government’s planners are 
inclined to blame President 
Roosevelt for poor “timing” in 
his announcement of a lending 
program. Their idea is that it 
should have been announced 
earlier. Politicians, on the other 
hand, are saying that Mr. Roose- 
velt took skillful advantage of 
an opening given him by Con- 
gress in its insistence upon more 
public works. 7 


Congressmen privately are be- 
wailing the situation in which 
they find themselves. Their in- 
clination is to oppose more 
Government outlays of money, 
whether in spending or lending, 
but back home pressure is mak- 
ing itself felt for more public 
works. 


x** rt 


A story is going the rounds that 
Tommy Corcoran, on the pay 
roll of the RFC, was instrumen- 
tal in maneuvering around to 
get for Jesse Jones the job of 
heading the Loan Agency, which 
takes him out of RFC. 


xe tk 


Word is seeping out that as head 
of ‘he new Federal Loan Agency 
Jesse Jones will have much /ess 
power than he has had as head 


more liberal policy in lending 
the Government’s money. 


x* rt 


Dope is that the President thinks 
the RFC should use already 
existing authority to make loans 
more freely to business men and 


even to buy preferred stock in © 


business concerns that need 
“equity” money. The White 
House idea is that machinery 
for broader Government banking 
in the business field already 
exists if only it is used. 


x * * 


Insiders point to the new relief 
bill as evidence that White House 
bargaining tactics have come a 
cropper. Wonder is why Presi- 
dent didn’t ask for much J/arger 
amount, justifying it on paper, 
then bargain for bill without 
such severe restrictions. Inside 
walls are rising over inability of 
Army man—Col. Harrington—to 
play same kind of ball on Capitol 
Hill as his predecessor, the social 
worker Harry Hopkins. 


x * * 
WPA higher-ups are glum about 


prospects of receiving any help 
from their State Administrators 


in easing the screws put by the 


House on Federally-sponsored 
projects. Reason is that State 
Administrators on the right side 


“Liberalizing 


projects, which are controlled 
straight from Washington with 
little or no concession for politi- 
cal exigencies. 


Even if Federally sponsored 
projects (other than Federal the- 
atre, definitely slated for skids) 
manage to emerge in emasculated 
form, prediction in informed 


quarters is that they will die a 
natural death in six months or 
whenever deficiency appropri- 
ation is asked for additional re- 
lief funds. 


Some Government officials are 
frankly skeptical about Britain’s 


© 


y TITLE REGISTERED U. S. PATENT OFFICE 


on Japan ... Relief Troubles and Strategy .. ? 
New Job... 


U.S. Lending 


+ 


graphs to motion pictures. Pri- 
vate flare up predicted ‘between 
conservatives and New Dealers. 
Latter see no reason why South 
Americans should be shown only 
the rosier side of American sys- 
tem. 


Administration leaders on Capi- 
tol Hill are counting on the mid- 
summer heat to melt away Sen- 
ate opposition to the Administra- 
tion-sponsored neutrality amend- 
ments. Expectation is that the 
bitter-end isolationists will hold 
the spotlight for some days, 
threaten a filibuster, but fnally 


proposed economic reprisals wilt as the thermometer rises. 
against Japan. They remember kee 
the way economic. sanctions 


against Italy in the Ethiopian 
war were honored more in the 
breach than in the observance. 
The same thing would happen in 
the Far East if Britain tried to 
bar exports to Japan, say these 
observers. 
« * 

The State Department’s new 
Division of Cultural Relations 
isn’t. saying much about-it, but 
is going right ahead with exten- 
sive and intensive plans to route 


graphic samples of the “Ameri- 
can Way” into Latin and South 


Real author of the President's 
lending program is Marriner Ec- 
cles, Reserve Board Chairman. 
Word has it that this same sort 
of program offered in years past 
has had a- cool reception from 
the President, who thought more 
of WPA as a type of recovery 
and relief measure. 


x 


Diplomats here are making little 
effort to conceal what they say 
is a White House determination 
to insist upon fulfillment of 
American rights in China. There 


of the RFC in the years since 
1932. Angling now is to get an 
RFC head who will follow a 


of the political fence have had 
no say in the management of the | 


American republics via exhibi- 
tions of everything from photo- | 


is no hint of appeasement in 
American policy. 
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THIRD-TERM BILLIONS FOR 
NOMINATIONS, LUNCHEONS, AND A NEW GENEALOGY 


“RAR. PRESIDENT, will you run for a third + 


term in 1940?” 


The question was just like that—flat and 
point blank. A hush wrapped the oval room 


as the members of the press, gathered for a 


weekly conference, studied the President’s face 
and waited for an answer. 

President Roosevelt bit his cigarette-holder 
into its usual 45-degree angle, gave himself a 
swivel in his chair, and laughingly told the 
gentleman who asked the question to go into 
the dunce’s corner and face the wall. 

Thus the Presidential week was symbolized, 
again, by an enormous question mark, an ever- 
growing question mark, tangling Washington 
into knots—and by a dunce’s cap for those who 
tried to untie themselves. Everybody, inside 
the White House and out, noticed how the 
President was enjoying his tantalizing game of 


blind-man’s-buff. And, regardless of whether © 


or not they would be sent to the corner by Mr. 
Roosevelt, they continued to wonder what was 
going on in his mind—especially after the 
week's rapid-fire third-term developments. 


Having visited the 


Three Senators White House on Tues- 
day, Mayor La Guardia 


Join the Move 
on Thursday brushed 


For Third Term aside third - term ques- 


tioning by telling reporters to “run along, run 
along.” He said that he hadn’t time for politics. 


On the other hand, Senators Guffey, Smathers 
and Hughes all came out in the open and pub- 
licly announced third-term support for the 
President. Frank Gannett, newspaper publisher, 
suggested that instead of considering a third 
term, President Roovelt should cut short his 
second term. To counterbalance that, Solicitor 
General Jackson declared that there shouldn't 
be any talk. of a third term because President 
Roosevelt would not have served two terms by 
1940. “The first term was cancelled by the 
courts.” 

Two Gallup polls of the week indicated that 
the third term was still unpopular, and that if 
the President were to run against District At- 
torney Dewey, of New York, the latter would 
win by a slight margin, judging from the poll’s 
returns. Still another poll, taken by the Colum- 
bia Survey, showed that 500 newspaper editors 


—Harris & Ewing 
GOOD LUNCH—GOOD BY 
Secretary of State Hull (left) bids good-by to 
“ General Goes Monteiro, Brazilian Chief of Staff, in 
this country on a defense tour, as both leave the 
White House after a presidential luncheon in 
honor of the Brazilian. 


believed President Roosevelt and Senator Van- 
denberg to be the probable Presidential nom- 
inees of the Democratic and Republican parties. 


To the week’s symbols of a question mark and 
a dunce’s cap there might be added the dollar 
sign—a dollar sign with 3,860,000,000 after it. 
The three billion dollars burst upon the week 
all of sudden, at 11 a. m. on Thursday, to be 
exact. A few minutes before, the little bells 
in the teletype machines in newspaper offices 
throughout Washington had clanged out the 
announcement that President Roosevelt was 
calling a special press conference. 


Then, at the White House, hard-breathing 
correspondents, with taxi change still in their 
hands, heard that the conference was not an 
emergency meeting, that the Chief Executive 
merely wished to announce and explain his 
$3,860,000,000 lending program, to stimulate 
business through self-liquidating projects and 
low-cost housing developments. 


Among the President’s other announcement | 


of the week was one to the effect that he might 


call a special session of Congress unless new | 


neutrality legislation is enacted before adjourn- 
ment. 
From Monday to Saturday the White House 


door was jammed with official callers. More 
than 60 visitors rang the bell and pushed their 


way in. They included Secretary of Commerce 
Harry Hopkins, who called to discuss “two or 
three things,’ and the Ambassador from Pan- 
ama, who invited the President to visit Panama 
in August to help celebrate the 25th anniversary 
of the opening of the Canal. 

Throughout the week the President signed 
a countless number of minor bills. Among them 
was “An act to dispense with particular allega- 
tions as to renunciation of allegiance in peti- 
tions for naturalization and in the oath of re- 
nunciation of foreign allegiance, by omitting 
the name of ‘the prince, potentate, state, or sov- 
ereignty’ of which the petitioner for natural- 
ization is a subject or citizen.” | 

“That bill,” remarked White House Secretary 
Early, “has everything but the striped pants 
and high hat.” 

On the negative side, the President vetoed the 
bill extending the time for beginning and com- 
pleting a bridge across the Niagara River at 
Niagara Falls, because of a provision exempting 
income and bonds issued to finance its construc- 
tion from Federal, State and local taxation. 


At the end of the week 
the outstanding nomina- 
For the New tions sent to the Senate 

. by the President involved 
U. S. Agencies the names of RFC Chair- 
man Jones and REA Administrator Carmody, 
the former to be Administrator of the new Fed- 
eral Loan Agency, the latter to be Administra- 
tor of the new Federal Works Agency. 


Nominations 


As far as the week's social activities were con- 
cerned, highlights for President Roosevelt were 
the luncheon given at the White House in honor 
of General Monteiro of Brazil and the dinner 
with the “little Cabinet” at the home of Under 
Secretary of State Welles at Oxon Hill. 

Surprise of the week, and of the year, per- 
haps, was the announcement by a high British 
authority on genealogies that President Roose- 
velt and Prime Minister Chamberlain are eighth 
cousins three times removed, with King Ed- 
ward I of England as a common ancestor. 
Queen Elizabeth is related to George Washing- 
ton and Robert E. Lee. 


—Harris 
CASH-LESS TRADE” 

Joseph P. Kennedy, U. S. Ambassador to Great 

Britain, who is receiving the credit for having ars 

ranged the barter deal whereby the U, S. dis. 

poses of some of its surplus cotton for British 


rubber—both commodities classed as strategic 
war items. 


te 


BARTER: AMERICA 
IN A NEW ROLE 


U.S. plays the trade game. Mean- 
ing of giant barter deal with | 
Britain. A new policy. | 


1 ip United States, in an unprecedented move 

now shows Germany and other nations which 
trade by barter that Americans can play the in- 
ternational trade game according to Nazi-en- 
dorsed rules as well as the. more traditional-rujes 
of trade agreements. 

Moving into action now is a deal with Great 
Britain under which the United States will swap 
600,000 bales of its 11-million-bale cotton sur- 
plus for 175,000,000 lbs. of British rubber. Value 
of the deal, announced last week, is $26,600.00) 
and fho cash will change hands. 

Only Senate ratification of the agreement, 
passage of enabling legislation by Congress and 
release of the necessary rubber by the Interna- 
tional Rubber Regulation Committee remain 19 
be secured before the giant deal starts to operate, 
If no hitch develops, it thought that. American 
and British ships will begin to move the cotton 
from New Orleans and other Gulf ports and the 
rubber from Singapore and other points abou: 
October 1. 

The Army and Navy will store the rubber, re- 
placing it with fresh supplies every 18 months, 
while Great Britain will store the cotton. Both 
countries agree to keep the cotton and rubber off 
the market for seven years. 


| 


May Release Stocks 
Only in Emergency 


Key provision is that in case of a “war emer- 
gency” any emergency, whether or not Britain 
or the United States is at war—the stocks of co’'- 
ton and rubber may be released. 

Thus the arrangement, first of its kind, sup- 
plemhents the American and British program '9 
lay up-stocks of strategic raw materials. At 
Same time, Senator Byrnes (Dem.) of Sou'h 
Carolina, who first proposed the deal, foresees 2 
improvement in the cotton surplus situation. 

True, the cotton involved is only 10 per cen’ %f 
normal cotton exports and after Britain takes 
the 600,000 bales there will still be on hand 2'- 
most 11 million bales held under lien by ‘4? 
Commodity Credit Corporation and some ‘tw? 
and one-half million bales in which the Govern- 
ment has no interest. But because Britain 
agrees to store the cotton, the United States wl 
save storage charges which total $2,400,000 «: 
nually. 

The rubber involved is only 15 to 20 per ce" 
of normal annual rubber consumption in ‘2 
United States, but having it stored and reacy 
for use will eliminate the necessity of carryins 
through troubled areas in time of war. 

Thus the two greatest trading democracies " 
the world have at one stroke augmented the 
defence supplies and successfully arranged 7 
trade of important raw materials in a man ft 
that has so far been practiced niainly by °° 
totalitarian nations. 


U. S. Wheat Surplus 
Is Not Effected 


For the moment the transaction is limited '° 
cotton and rubber. Earlier an attempt was mace 
to include tin and wheat as well, but Canada «4° 
unwilling to see Britain accept such 
amounts of American wheat in that manne’ 
Also. U. S. officials point out, America’s ™e*' 
serious surplus commodity problem is in cot'”) 
while the wheat surplus gives the Governme’ 
less concern. 

Does this mean that the United States is mos 
ing away from normal trade for cash and crea) 
Emphatically no, answer the experts who thousn’ 
up and engineered the deal. Nevertheless, it 
admitted that in recent years this country "4° 
been moving more and more surplus goods ™ 
this cashless maiiner. 

Presumably the arrangement with Britain “* 
serve as a model for similar pacts with other + 
tions. A deal with Belgium is now under discus 
sion and it is not immpossible that the sa" 
formula might be applied in Latin America, » by 
basis for swapping one raw material for ano’'’ 
can be worked out. me 

Germany--until recently the chief propo' 
of trade without cash—now has ¢Wo'new 
Great Britain and the United States. 
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[Continued From Page 1.] 
when measures of retaliation 
were mentioned. 

Meanwhile, Fascist Italy an- 
nounced plans for a naval cruise 
‘, Oriental waters and French 


fears of | 
heightened with reports of Ger- 


another scare 


man mobilization along the bor- 


ders. 
the next tidbit for Germany’s 


Slovakia is believed to be 


land hunger. Rumors also were 
current that Japanese and Soviet 
airmen engaged in battle in re- 
mote Mongolia, with the Rus- 
sians worsted. 


Third-term talk revived at the 
President's press conferences 
and the President revived the 
corner to which he assigned an- 
other newsman a year ago for 
mentioning the same subject. 


A Senate committee produced 
a report favoring profit-sharing 
between capital and labor in in- 
dustry. .The report suggested 
that wage fraises could never 
satisfy workers for long, but that 
bits of industrial profits would 
insure industrial peace. 


Money and taxes also were dis- 
cussed in connection with Fed- 
eral fiscal needs. The President 
indicated he approved, in theory, 


a broadening of the income tax . 


base to draw more little fellows 
into the financial orbit. Senator 
LaFollette showed again that a 
broad tax base was more than 
theory to him. He suggested 
taxing incomes beginning at $800 
a year instead of $1000. 


THREE BILLIONS 
THE PRESIDENT'S LATEST 


ANY times this diagncsis .has4 nature. 


been offered for America’s eco- 
nomic ills: Recovery has failed to 
occur because insufficient means 


Stores of idle money. 
Economists appearing before the 


What is involved in Pres- 
ident’s. newest -remedy for 
economic ills. Government's 
“investment banking.” 


Temporary National Economic Com- 
mittee recently put it this way: 
Eighteen billion dollars of invest- 
ment annually is needed in durable 
goods, that is, such things as hous- 
ing, factory equipment, automobiles 
and similar products. But at the 
present time less than 10 billion dol- 
lars of such investment is. being 
made annually. 

Yet more money.than jin 1929 is 
available in checking accounts and 
currency. And in addition there is 
more than four billion dollars of ex- 
cess bank reserves which could be 
used as the basis for additional bil- 
lions of money. 

Now, as a step toward using Gov- 
ernment powers to bridge the gap 
between investment and the supply 
of money, President Roosevelt has 
Suggested a new lending program. 


Program Not Viewed 
As **Pump-Priming”’ 


In a letter to Senator Byrnes | 


(Dem.) of South Carolina, Mr. Roose- 
velt on June 22 proposed that Con- 
gress authorize a $3,860,000,000 “re- 
volving fund” .to attract idle invest- 
ment capital into the financing of 
non-Federal public works and other 


_ Similar projects of a self-liquidating | 


‘ gether with interest charges. 


letter.) 


The plan, President Roosevelt 


| emphasi j 
| have been found to invest the huge | phasized, differs from the so 


called “pump-priming” programs 
which have been used in the past to 
induce business recovery in that it 
does not involve direct expenditure 
of Federal funds. In other words, 
the money to finance the program 
would come from securities issued by 
governmental agencies operating in- 
dependently of the Treasury and 
would not “bust” the budget. 


What is intended is that the Gov- 
ernment should act as an invest- 
ment banker for the nation. The 
various agencies concerned with the 
program would sell their securities 
on ‘the open market and the money 
they obtained then would be loaned 
to non-Federal and quasi-public 
agencies to finance the construction 
of sewerage disposal plants, water- 
works, bridges, high-speed toll roads 
and city by-passes, hospitals, rural 
electrification and farm tenant re- 
habilitation projects. Also a corpora- 
tion might be set up to lease railroad 
equipment to carriers. 


All these projects would have to 
repay the amounts borrowed from 
the Federal Government in full, to- 
In the 
case of such enterprises as toll roads 
and bridges the funds for payments 
might be obtained from fees and 
charges. In the case of such projects 
as city sewerage disposal plants the 
repayments might have to be made 
from local taxation. 


The program. according to the 


President’s estimate, would involve 


disbursement of $870,000,000 during 
the fiscal year beginning July 1 and 
the ultimate objective would be to 
establish a $3,860,000,000 revolving 
fund. for self-liquidating projects. In 
addition there would be an $800,- 
000,000 expansion of the borrowing 
power of the Unitéd States Housing 


REVAMPED BUREAUS: 
+ + 
THE PLAN IN ACTION 


(See page 5 for full text of ¢ ses 


Senator James F. Byrnes 


FOR RECOVERY LOANS: 
PROSPERITY FORMULA 


Rep. Edward T. Taylor 
—Harris & Ewing 


THEIR LETTERS MENTIONED -$3,860,000,000 


Two of those Senators and Representatives most concerned with 
the President's proposal to start a huge lending program based on 
self-liquidating projects are Senator Byrnes, Chairman of a special 
Senate Committee on Unemployment and Relief, and Representa- 
tive Taylor, Chairman of the House Appropriations Committee. 


Authority, which, however, 
classed as self-liquidating because it 
would involve rental subsidies. 


Congress Gets Ready 
To Debate Proposal 


Congress, in general, received the 
program with favor. Senate Ma- 
jority Leader Barkley announced 
June 23 that the strategy for enact- 
ing the program will: be to propose 
it in a bill which will be introduced 
in the House and Senate early this 
week. He predicted the program will 


Meet little opposition. 


The principle involved in carrying 
out the new program so that the 
operations will not appear in the 
budget is one which was developed 
long ago by such agencies as the 
Home Owners’ Loan Corporation 
and the Farm Credit Administration 
and which was adopted on a general 
scale by the RFC last year. 


The HOLC and the FCA, loaning 


is not +the money to make those loans by 


selling their own Government guar- 
anteed securities direct to the pub- 
lic. To meet the interest payments 
on the securities and operating ex- 
penses, these agencies have had the 
interest payments and principal pay- 
ments of the home owners and 
farmers who have obtained loans. 


The Government would stimulate 
borrowing in two ways, first by 
lending at low interest rates and 
second by lending for types of proj- 
ects which might not offer enough 
of a profit to private enterprise. 


At the same time, the additional 
$3,860,000,000 of money borrowed 
through the Government’s operations 
would not appear in the public debt. 

But any losses from the operations 
would have to be made good by the 
Federal Government. The belief is 
that lending operations could be con- 
ducted profitably as has been the 
case so far with much of the Govern- 


| ment’s lending. 


ina statement June 24, in which he | 


+ gram were 


Harry F. Byrd (Dem.) of Virginia, 


pointed out by Senator + private investment 


warned that authorization of the | 


program would “expand a fourth 
branch of the Government which 


by operations 
outside the regular budget may mark 
a new era in government financing. 
In that program calling for a revolve 


| ing fund of $350,000,0¢0 for non-Fed- 


has been operating through Govern- | 
ment corporations and which is. 


largely independent of the control 
of Congress in expenditures, and out- 
side the budgeting jurisdiction.” 


“Such practices,” the Senator 
added, “set up a double budget and 
a double debt system, which are 
most dangerous. It is merely a Sys- 
tem of bookkeeping which will ob- 
scure the new debts and deficits.” 


Inquiry On Lending 
Asked by Mr. Byrd 


Senator Byrd introduced a resolu- 
tion calling for complete reports 
from 30 government corporations 
now operating as to their present 
Status and record up to June 30, 
1939. These corporations have about 
eight billion dollars of debt, most of 
which is not included in the public 
debt but is kept out of view by the 
system of financing outside the 
regular budget. 

Another danger in the program to 


which other members of Congress 
called attention is the problem of 


obtaining desirable self-liquidating 
projects. Also, it was asked, what 
about the danger of politics entering 
into the operations? 

Two other proposals bearing on 
Government relations with the in- 
vestment of private capital were dis- 
regarded in the President’s sugges- 
tions. 

Pending is the Mead bill which 
proposes insurance of loans to small 
businesses up to an aggregate of 
$1,000,000,000. 

Under consideration by the Fed- 
eral Housing Administration is a pro- 
posal for lowering interest rates on 
new home mortgages to a maximum 
of 4% per cent instead of 5 per cent. 

Mr. Roosevelt's new program 
calling for the establishment of a 


eral public works; $750,000,000 for 
express post-roads; $500,000,000 for 
leasing railroad equipment; $960,- 
000,000 for Department of Agricul- 
tural farm lending projects; and 
$500,000,000 for loans to foreign gov- 
ernments for the purpose of promot- 
ing our foreign trade is seen a major 
New Deal revolution. 


' Member of the Federal Deposit Insurance Corporation 


A TOWER OF STRENGTH 


Complete 
Banking Service 


BANKERS I RUST 
COMPANY 
NEW YORK 


Members of the House revived _ money on homes and farms, obtained Potential dangers in the new pro- | large revolving fund to supplement a 
| 
N THE morning of July 1 Over a period of years Federal 
when an servers will see no change in agencies engaged in the banking 
e mittee was urged te» ..«uire into the physical contour of official | business have assumed functions ae 
: the conduct of the Labor Rela- | Washington. On that day, however, | and powers never thought of a few Ts 
| Federal employes, and scores of poli- agencies are in the lending 
th »  Gerignes - te cies will be subjected to an. unpre- | field. After July 1 the most impor- 
# wart a desire of the House La- cedented housecleaning in the in- | tant of them will function under the 
S, bor Committee to leave the law President through the medium of the 
. unchanged. Federal Loan Agency. 
ff M nd Policy— Under Mr. Jones’ tutelage will 
| este the Labor Board Personnel a : y come his former bailiwick, the Re- 
eas sought tO quiet its critics the two factors in Govern- construction Finance Corporation. 
after employers are to be allowed ments Reorganiza lon. Im- tivities of the Electric Home and 
' to petition for elections to select mediate effects and the Farm Authority, the Federal Hous- 
bargainin ing Administration, the Export-Im- 
§ groups, future. port Bank and the Federal Home 
From Government departments terests of efficiency and economy. Important is the fact that if the 
came cheering news. Business | The reason—Federal reorganization. President's proposed $3,860 ,000,000 
activity is on an upgrade. Fed- To act as his emissaries the Presi- long-term lending program meets F a 
4 eral Reserve officials expect June | dent already has selected two of the | With Congress’ approval, such agen- i. 4 ai é 4 oe 
a : P three key personalities concerned | Ces as the RFC and the HOLC will 
; ‘ports to reveal improvement in | . 4) tne new administrative set-up. | have set the pace in their record of 
business ; Agricultural experts | prc Chairman Jesse Jones will be- | ending money and not only getting | §§§ 
25 already have reported a jump in | come Federal Loan Administrator. | ‘he principal back but making profits | = |= 
farm income and from the Trea- | REA Administrator John Carmody | °" the loans. | 
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12 Saas units which will be fitted into the | #§§ 
iy | Federal Works Agency under the 
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Aubrey Williams 


Administrator, National 
Youth Administration, 


answers: 
S REQUESTED in your letter, I 
am happy to state my opinion 
on the need for the continuance of 
the Government’s policy of provid- 
ing employment for pérsons who are 
unable to obtain work in private 
industry. 

I am sure that anyone who has 
seen the problem of unemployment 
at close range feels deeply the 
despair ‘of family heads who not only 
see no place for their energies and 
talents in the economic world but 
find no way to earn the barest living 
for their families. 


A Basis for Self-Respect 


To these people the WPA program 
of employment means not only the 
means of continued existence; it 
means also the right to hold up their 
heads in the self-respect that comes 
only to those who contribute their 


share to the economy in which they | 


live. 


The case of unemployee young 


people is different but no less serious, 
no less touching. Young people 


come of age, complete their educa-— 
tion, enter the adult world full of | 


enthusiasm, energy and ambition. 
They want to find their place in the 
world, do their share, beccme inde- 
pendent of their parents. But today 
a large proportion of them find 


closed doors at every turn; they not — 


only cannot find jobs in the field of 
their ambition and trainirg, many 
of them cannot find jobs at all. 


Duty of Government 


It seems to me right and proper 
that the people as a whole, acting 


~ through their democratic govern- 


ment, should put these young people 


and these heads of families to work | 


AUBREY WILLIAMS 


find the kind of work he wants to 
do, where he wants to do it, and 
when he wants to do it. 


Ross D. Rogers 
Mayor, Amarillo, Texas, 


answers: 


(By Telegraph) 
EPLYING to your questions: 
First, I firmly believe it to be a 


vide work for those not able to ob- 
tain employment in private indus- 


Question the Week: 


+ 


try, for I can conceive of no other | 
/manner by which unemployment | 


for the public good. For no economy | 
and no form of government can long | 


endure which permanently excludes 
a considerable part of its population | 
from a share in its functioning. 
This administration has embarked 
On a program which recognizes the 


| rale and has, furthermore, damp- | . 


responsibility of the Government to | 


Step in and proyide a part in the 
nation’s life for those people for 
whom private industry provides no 
place. I think this policy is both 
necessary and desirable; I hope that 
it will be continued. 


Culbert L. Olson 


Governor of California, 


answers: 


(By Telegraph) 
EPLYING to your questions on 
relief, IT am happy to answer 
them as follows: : 
1. A main responsibility of Govern- 
ment is to provide work for those 


unable to obtain it in private indus- 
try. 


Effects of the Dole 


Direct relief or dole is a burden 


upon the taxpayers and does not ac- | 
complish its purpose and tends to. 


degrade human beings rather than 
keep them on a self-sustaining basis. 
California will soon launch a works 
program for its unemployed as a 
substitute to direct relief. 

2. It is also the responsibility of 
Government to pay those employed 
on Federal projects prevailing wage 
scales for comparable work. This 


method maintains high wages, in- | 
sures better working conditions gen- | 
erally, and keeps the morale of the | 


American people on a hich scale. 


Urges Prevailing Wage 

Men and women should not be 
penalized because they are forced by 
economic conditions 
wards of the Government. Whilg it 
1s not possible to employ people on 
works programs full time, they 
should, however, 
wage scales for the time they work. 

If people must labor for their live- 
lihood, they do not become sluggish 


and the incentive to obtain private | 


employment is wages sincerely. 


George D. Aiken 


Governor of Vermont, 


answers: 


(By Telegraph) 


| Housing admin- 


to become | 


be paid prevailing | 


can be controlled or peovle kept | 
from hunger except by an outright | 
dole, which no thinking American | 
can wish for. 


The Wage Problem 


Second, if Governmental employ- | 
ment. must be “adopted to take up 


the slack of private industry, then | 
I think that the wage to be paid | 


scale for comparable work, based, if | 
necessary, on a shorter number of* 


comparable hours. 


To me the exist-_ 


_ing procedure of the so-called se- | 
| curity wage has greatly militated | 
| against the American worker’s mo- 


ened his ambition to pull himself | 
away from Governmental employ- | 
.ment. 


TITLE REGISTERED U. 8S. PATENT OFFIGE 


Charlotte Carr 


Chicago, Ill.; Director, Hull 
House; Executive Director, 
Emergency Relief Bureau, New 
York City, 1935-1937, 


answers: 


Y comment on points One and 
Two of the questionnaire sent 
to me June 19, is as follows: 


+ 


One. Unless the Government is to | 


| assume responsibility for stabilizing 


private industry, an act commonly 


described as regimentation, or state | 
socialism, the Government must for | 
its own protection assume responsi- | 


bility for persons unemployed 


through no fault of their own—an | 
act commonly described as justice, | 


or democracy. In practical terms 
this means that money spent keep- 


ing unemployed persons employ- | 


able by work relief is money saved 


by preventing the necessity later of | 


permanently caring for unemploy- 
ables. 

Two. 
two techniques conflict is erroneous. 


The implication that the | 


Payment of wages at the prevailing | 


rates per hour for a curtailed num- 
ber of hours avoids Government 
competition with private industry 
and furnishes a practical method of 
controlling the cost of work relief. 
Without this security wage the in- 


Governmental responsibility to pro-  C°Mé and total purchasing power of 


‘ a community is reduced, which only 


adds to unemployment. Even the 
security wage is expensive economy. 
An adequate Chicago WPA check 
pays more Kansas wheat farmers 
and Pennsylvania coal miners than 
a niggardly one. And a horse once 
starved to death eating economical 


‘sawdust instead of expensive oats. 


Angelo J. Rossi 


Mayor, San Francisco, Calif., 


answers: 


Should be the _ prevailing private | 


(By Telegraph) 


EPLYING to Question Number | 
One, I believe it is a responsi- | 


bility where private industry fails. 
We cannot make paupers of willing 


workers. 


The United States News 
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SHOULD THE GOVERNMENT. PROVIDE WORK 


FOR JOBLESS, AND, 


The controversial relief issue again comes to the fore 
as Congress formulates a policy for the next fiscal year 
and appropriates the millions to finance it. 

_ Because of the importance of the matter to business men, 
taxpayers and millions on WPA and other forms of relief, 
The United States News addressed to mayors of principal 
cities, relief officials, members of the Senate appropria- 
tions committee and other legislators active on the subject, 
and to others interested the following questions: 

1. Do you or do you not believe it to be the 
responsibility of Government to provide work for 
those not able to obtain work in private industry? 

2. If Government should have this responsi- 
bility, do you believe the wage paid should be the 
“prevailing” private scale for comparable work, or 
should the wage be on the basis of a “security” 


payment requiring a fixed number of hours of work 
from each relief worker? 


Answers received are presented herewith. 


Cornelius D. Scully 


Mayor of Pittsburgh, Pa. 


{ 
answers: 
(By Telegraph) 
IRST: It is the most reckless | 


waste of human resources to 
allow any man who is willing and 
able to work to remain idle because 
of maladjustments in our economic 
system. It is my considered opinion 
that it.is the duty and obligation of 
Government to protect the general 
welfare by providing employment to 
every person able to engage in useful 
work when private industry does not 
offer this opportunity. 
A continuous public works pro- 
gram should be in operation. This 
program should be readily expan- 


sible or reducible as the volume of 


| private employment contracts 


or 


| expands. 


Question Number Two: The wage | 


should be prevailing, to prevent un- 


fair competition with private indus- 
| try. 


| 


| 


Second: Employment on work re- 
lief programs should be securable 
with a minimum of analysis, red- 
tape or delay. I think it is only 


Jesse H. Jones 


RFC Chairman Who Steps Up to 
Head Huge New Federal Loan 
Agency 
the surprise of very few people, 
Jesse Holman Jones, chairman of 
the Board of the Reconstruction 
Finance Corporation, has _ been 
named by Presidnt Roosevelt to be 
Administrator of the recently- 
created Federal Loan Agency. 
As outlined in 
the first of the 
President’s Re- 
Organization 
Plans, Mr. Jones, 
if his nomina- 
tion is approved 
by the Senate, 
will coordinate 
and direct the 
lending activi- 
ties of the RFC, 
the Federal 


Jesse H. Jones 
the Electric Home and 
Authority, the Export-Import | 
Bank of Washington and the Fed- 
eral Home Loan Bank Board. 


istration, 


The billions of dollars loaned under 
his RFC supervision and the bil- 


lions more to be loaned under the 
_ President’s new lending program are 
the only | 


not, and have not been, 


monetary concerns o! Jesse Jones, 


' From his youth, he has been a busi- 
ness man in his own affairs. 


| 


The first bit of money in his life 


4 built on the past and correlated his 4 tricty to thousands of homes in the | 


' various activities. 
It was in 1898 that Mr. Jones first | 


moved to Houston. It was a propiti- 
ous day for the city, because during 
the years to come Jesse Jones was 
to help build Houston into one of the 


| most prosperous of American cities. 


Over 20 office buildings, a lumber 
company, a mortgage company, a 
opank and a hotel corporation are all 
evidences of his business activities. 

Another decade saw him establish 
himself in New York, where, on a 
smaller scale, he carried through the 
same building procedure. 

Mr. Jones’s interest in the field of 
finance paralleled his other efforts. 
As early as 1905 he organized the 
Southern Loan & Investmemnt Co., 
which later became Jesse.H. Jones & 
Co. Soon he was made president of 
the newly-formed Texas Trust Co., 
which later was merged with the 
Bankers Trust Co., Mr, Jones taking 
the position of chairman of the 
board. 

Then, in 1920, came the Bankers 
Mortgage Co., in which he held the 
same position. In the meantime Me 


had helped to build the Lumber- 
_man’s Bank, of which he was vice 


| was $2.000. That was the inheritance | 
_ left him by his father more than half 


| 


| 


ment to provide work for deserv- | 


ing unemployed in times of stress. 
This work should be constructive, 
wealth-producing and _ honorable. 
The prevailing wages of the locality 
should govern. 

The work should be entirely tree 
from humiliation for the worker. 


tention of the public to the em- 
ployes’ failure to provide for their 
families and their status as public 
charges supported by the taxpayers. 
However, I do not believe the Gov- 
ernment should consider a man un- 
employed simply because he cannot 


of 


Jones first got,a job in a 


a century ago. He immediately 
turned it over to his sisters to help 
lift the mortgage on their Tennessee 
farm where he was born. He and 
his brothr then struck out for them- 


T IS the responsibility of Govern- | selves. 


Arriving in Dallas, young Jesse 


lumber 


yard. A year later he was yard boss, 


and 
general 
had organized a concern of his 


in three years more he 


manager. Meanwhile, 


Was 


S own,, 
the South Texas Lumber Co., 


he 


whieh , 


| later became one of the largest busi- | 
We should abolish the degrading | 
placards used by WPA, calling at-. 


nesses Of its kind in the Southwest. 
Success in the lumber business led 


naturally into building and thence 


| 


into real estate. From real estate he 
went into banking. With the pur- 


chase of the Houston Chronicle, he 


| became a publisher as well. 


these years he did not drop one in- 
terest as he acquired another, 


During 


but 


president, and which later became 
the Second National. 

As a director of the RFC 
President Hoover and as chairman 
under President Roosevelt, since 
1933, Jesse Jones has preserved the 
point of view under which he built 
his own business “empire.” 


under 


John M. Carmody 


Administrator of REA, Now Named 
To Head Vast New Federal Works 
Agency 


BIG, bespectacled man, John 

Michael Carmody, will head the 
new Federal Works Agency, to be set 
up July 1 as a result of the Presi- 
dent’s Reorganization Plan No. 1— 
provided the Senate approves Mr. 
Roosevelt’s nomination. 

As the newly-created administra- 
Lor, Mr, 
WPA, the PWA, the United States 
Housing Authority, 
Administration, the 
Buildings Administration. 

At present Mr. Carmody is admin- 


istrator of the Rural Electrification | 


the Week 


+ right that skilled workers should re- 


ceive a higher hourly wage than un- 
skilled men and that incentive for 
good work and improvement should 
be provided. 


However, 


it is quite evident that | 


relief wages must not, on an annual | 
basis, be quite so high as wages in | 


private industry since, if this were 
the case, there would be no induce- 
ment for a worker to quit Govern- 
ment projects for private employ- 
ment. At. the same time, relief wages 
must not be used as a vehicle for 


lowering wage standards in private 
work. 


Rep. John Taber 


Republican, New York; Ranking 
Minority Member, 
mittee on Appropriations, 


answers: 


_Yural area west of the Alleghanies 
and east of the Rockies, has invested | 
hundreds of millions of dollars to set | 


up thousands of miles of electric 
lines. 


Began as Grocery Clerk 


A few miles of this electric wire | 


Stretch to a 
“buckwheat, butter, bees and boys.” 
On this recently-electrified 


farm Bradford 


Pa., a county noted for its | 


farm | 


John Carmody was born some 50) 


years ago, 


There Mr. 
Carmody began 


ing life as a 
grocery clerk. 
Then his career 


follows: 15 years 
in the steel in- 
dustry, 10 in the 
garment indus- 
try, 3 as 
president of the 

John M. Escaly West Virginia 
Coal Co., and 8 as editor of Coal Age 
and other publications. 


Throughout this period he 
furthered his education by studying 
at Elmira Business College, the Lewis 
Institute in Chicago, the Emerson 
School at Gary, Ind., and Columbia. 


During all those pre-Government 


built itself up as | 


vice | 


years Mr. Carmody’s services ranged | 


from those of an_ industrial 
management engineer to those of a 


and | 


bridge inspector and shop superin- | 


tendent. In 1931 his publishers sent 


him. to Soviet Russia to study eco- | 


| editorial 


Carmody will supervise the | 


the Public Roads , 
Public 


Administration. As genie of the elec- | 
tric bulb, he has helped bring elec- | ministrator, 


© 


nomic and industrial conditions. 


With workshop, business office and | 


him, in September, 1933, Mr. Car- 


room experience behind | 


mody joined the National Labor Re- | 


lations Board set up under the NRA. 
He: 


He became chief engineer with 
the Civil Works Administration and 
Federal Housing Administration. He 
also served as presidemt of the Bitu- 
minous Coal Labor Board. In 1935 
President Roosevelt summoned him 
trom the National Mediation Board 


ided Coal Labor Board 


to the National Labor Relations 
Board. 
It was in 1936 that Mr. Carmody 


became Rural Electrification Ad- 


began his work- | 


' DO NOT believe that it is the re- 

sponsibility of Government to pro- 
vide work for those not able to ob- 
tain it in industry. 


If, however, the Government 


House Com- | 


_ resulted in the inability of employers | quate monthly payment. 


—Underwood & Underwood 


JOHN L. LEWIS 


should attempt to do this, the 
amount paid should not have any- | 
thing whatever to do with the rate 
of wage paid in different localities, 


} 


but should be based upon the amount | 


required to carry people along. 


The attempt to provide work for | 


everyone unable to obtain a job in 
private industry has resulted in the 


‘complete demoralization of our peo- 


ple. It has not encouraged them. It 
has made many of them think that 
it is not necessary for them to show 
any spirit of self-reliance whatever. 


_ exerting downward pressure on 


locality, when it has been tried, has | 


in the locality to obtain* any help in 
most cases, because people on relief 
are able to get more out of the gov- 
ernment on relief employment than 
they receive in private industry and 


they do not have to work half as. 
| | lishing such a monthly payment the 

The struggle is between that group | 
which favprs economic recovery and | 


hard. 


that group which does not want eco- 
nomic recovery. The group which 


izing appropriations for relief. The 


favors economic recovery wishes to | 
see an end to wasteful and demoral- | 


the Congress. Each alleged reiief 


group which desires to wreck our | 


economic system wishes to continue 


tions for alleged relief. 

At this time, I wish to say that 
Since the 4th of March, 1933, there 
has been no relief bill considered by 


useless, 
and expand our wasteful appropria- 


IF SO, AT WHAT WAGE? 


John L. Lewis 


President, Congress of Industrial 
Organizations; President, United 
Mine Workers of America. 


answers: 


J HAVE your letter requesting a 

statement.of my opinion with ro- 
gard to matters of work relief ‘or 
the unemployed. 

In answer to your first question. it 
is my opinion that it is the responsi« 
bility of Government to provide work 
for those not able to obtain work in 


| private industry. There is no ques: 
_ tion in my mind that the experience 
of the past few years has demon- 


Strated conclusively that Govern. 
ment must accept that responsib;j- 
ity. This has been the official pos:- 
tion of the CIO and I have publicly 
Stated it on a number of occasions. 


Sustaining Pay Scales 


If the Government should accept 
this responsibility, I believe it should 
establish a wage policy which would 
prevent the Government wages from 
the 
scales established by union action 
and by law in private industry, 


Of course, the most important 


The att _ factor to those who are unemployed 
parable to the prevailing wage in a. 


The 
responsibility of Government on a 
work program is to provide an ade- 


first 


Monthly Rate Important 


The monthly rate, after all, is 
what a worker lives on. It is mv 
belief, however, that unless in estab- 


Government also establishes wage 
rates equal to the prevailing private 
scale for comparable work, the wage 
Structure in certain important in- 
dustries would be endangered. 


bill has been designed to promote 
wasteful and extravagant 
programs of expenditure of pubic 
money which has brought America 
to the brink of ruin. The question 
now is: Will America waké up and 
stop before it is too late? 


A heart 


of America 


—speeding 120,000 
tons of the nation’s 


OW would you like the job of 

sorting 6,000 freight cars a day 
—taking trains apart as they flow in 
from the east and west and south and 
north—putting them back together 
again in new combinations, so the 
cargo they carry can roll on its way 
to mill and market? 


That’s what happens in the maze of 
railroad tracks you see pictured here. 


And this is only one of several yards 


serving Chicago which handle a total 
of 30,000 cars every day. 


Strings of cars roll in on the tracks in 
the foreground. Car by car, each train 
is split among some three dozen tracks 
in the distance, with such speed and 
accuracy that one car can be handled 
every 20 seconds. 


These tracks can be filled and cleared 


A to const and 
border to border 
2 pase y visit both 
he 


San F rancisco 


a ate st opov 
ou 

vem el 

isto 


@ @ 


that pumps 
the lifeblood 


products every day 


nd t 


here! 
et agent 


in two hours—in one of those miracles 
of transportation so smoothly done by 
the American railroads that the public 
takes them for granted. And what 
takes place here goes on, day and 
“night, in thousands of railroad yards 
all over the country, 


It’s only because the railroads opérate 
with such speed and efliciency that 
they deliver to the American public 
what is literally the finest job of low- 
cost Mass transportation in the world. 


And mass transportation is modern 
transportation—the only kind of trans- 
portation which makes possible our 
modern world of mass production 
and mass distribution of the things 
which the American people need and 
enjoy. 

What’s more, this modern 
Mass transportation by rail- 
roads shows steady progress 
year by year, 


As everyone knows, passenger tra fhe 
is faster. And freight has been speedea 


up as well. Between many important 


commercial centers as much as 500 
miles apart, the railroads now give 
overnight freight service. Four days 
have been cut from the running ume 
coast to coast. 


All thac the railroads need, as fat 
as government transportation policies 
are concerned, is a fair chance to ear" 
with no favor either for 
themselves or for their competitors. 


a living— 


The Transportation Act of 19%? 
(S2009), recently passed by a vote of 
70 to 6 in the U. S. Senate, is a step 19 
this direction. Similar action should be 
taken by the House of Representatives. 


For better times—support your repre 
sentatives in Congress and the state 
legislatures in every effort to est ablish 
A SQUARE DEAL IN TRANSPOK- 
TATION. 


WASHINGTON, D.C. 
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' G: THE PRESIDENT'S LETTER + Th | 
It’s letter of June + 
president of the of careful Scrutiny and ment. 3—$500,000,000—$100,000,000. receive such service in the near fu- 
21 to 6. new | hold the promise of a great | II, Department of Agriculture— ture. 7—$460,000,000—$20,000.000. 
0 ] iv ; 1 
program for re- (a) Rural Electrification: Expan- (b) Farm Tenant Program: Ex- 4 
spending, lows in full text: ai | sion of present rural electrification | Pansion of the self-liquidating por- 
coverys fo I believe this 1S = much sounder p} ogram to reach a maximum of. 1% tion of the program of the Farm Se- f f 
EAR Senator Byrnes: | million rural families not now re- | curity Administration for tenant a 
e your letter of the 19t er © 00,000 Of | ceiving electric service nor likely to a 
D my position as to work-relief funds. All can be 
of the “Work Relief | financed through the issuance of 
public Works Appropriation Act | Suaranteed securities by Government ° a 
an 1939” as passed by the House of | agencies with good prospects of re- eceeeeeeeeesee® eooee e a 
of ventatives (H. R. Res. 326) payment of both principal and in- H - i. 
would allot $125,000,000 to the terest through in 4a 
public Works Administration for caused estimates to be made +++*AFTER 15 YEARS’ FAITHFUL SERVICE, an Okla- 
jans and grants for non-Federal 8 homa City traffic policeman was offered sergeant’s 
public works. ‘3 @ @ stripes. But he had to turn down this earned reward 
posed to this provision. It channels on a self-liquidating basis b h ldn’t we 
‘ Iam op ty that 160000 men whe and in no way competitive with pri- Beas § : ecause he couldn meet a major requirement .. .« ay 
means vate enterprise. The estimates are, I 2m ability to drive an automobile. And that after a decade 
the Werks believe, conservative. The types of 3 ood e and a half of telling others how to drive theirs! 
she great majority of cases are NEW DOLLAR SIGN together with the sums which, 
in ‘ sort of families whose it is estimated, can be put to work A a“ 
the so e sup Spending without busting the bud- to provide employment for men and = 
sistence depends on this slender a @ 
subsist get is President Roosevelt’s pro- machines in diverse lines of industry E eo 2 & , 
P income. What will happen to most claimed reason for proposing a new ith) aa & 
these men is that they will be spending-lending set-up in Govern- the fiscal year, These 
forced onto already overburdened ment to handle self-liquidating addlilon to programs 
girect relief rolls of citles, towns and already submitted. oouU e 
counties, or, if these are insufficient Prk pet oh at the end of para- . 
is i? ip 
to care for them, onto private char- nent policy of the Government the of 
ity. development and maintenance of a amourt 
revelvinik fond fed trom the eath- and dis- THE EDUCATED HORSE was an old reliable in the 
A Plan for Financing ines of these Governinent invest- year 1940.) old of can 
‘a ‘al works agency— . offer a modern version of the same thing. auto- 
Self-liquidating Projects ments and used to finance new proj = 4 n uto 
: ects at times when there is need of (a) Non-Federal.. public works: 4 Pe : mobile caught fire out there and the metal expanding 
7 I believe there is a better way to | extra stimulus to employment. Such | Projects of the self-financing type, to : Enjoy the trip of alifetime out ¢ 3 . in the heat set the horn going beep-beep at full blast, 
accomplish the laudable purposes of | times will recur in the future, as they be financed by loans at sufficiently : n) as mmee Visit Califor- ‘S e sounding its own fire alarm. However, vaudeville’s In- 
this bill. The great majority of peo- | have in the past, and there will al- | low rates of interest to stimulate pa Westt ch San Francisco Expo- ' 3 telligent Dobbin could add up figures . .. and we've yet 
ple of this country ane Come to real- | ways be need for public facilities and | borrowing for this purpose. The type ° _ and t “ 2 de Yellowstone £ e to hear of an auto accomplishing that feat. Probably 
ize that there are certain types of | improvements in our natural re- | Of projects would be water-works, © sition ... mew A e e line t h di d i 
Pacific North- gasoline taxes have discouraged mathematics among 
; public improvements and better- | sources which can be most profitably | SeWage disposal plants, bridges, hos- e Park and the Pact Z. motor cars. Fantastic, yes but so are the taxes 
ts whi be undertaken imee of ere | pitals, and other municipal jects thing to find out e° . » yes... . 
ments which should met by the use at times of greatest | unicipal projec © west. Itcosts nothing 2 e SENATOR! 
; at times when there is need for a need of employment of the accumu-e | 2—$350,000,000—$150,000,000. ° all about glorious Western va- we e : 
stimulus to employment. * such | lated receipts of such a revolving | (b) Express Post-Roads:  Self- : cations. Just check coupon at Sé ; +++A GOOD DRIVER IS A HANDY GUY, according to New 
times the Federal Gov ernment fund. , _ liquidating toll roads: bridges, high- aoe d mail now. We'll gladly AS e York’s Commissioner of Motor Vehicles, who considers hand 
should furnish funds for projects of At my suggestion, various depart- | Speed highways and city by-passes. >. — information ea 3 e signals the mark of good automobile drivers. He lists with 
this kind at a low rate of interest, ; | 4 al © send pictures .--* As 2 e a thorough regard for detail the various hand motions and 
ments and agencies of the Govern- | $750,000,000—$150,000,000. e budget! 3 Cha > 
it being clearly understood that the ics ; ; and plans to fit your = x = e explains whether they mean, Stop, Slow, Left or Right Turn 
ment have canvassed the situation to (c) Railroad Equipment: Authorit 
projects themselves shall be self- | qulp y rd “Sa ai. or Back Up. But no diagnosis was attempted of the gestures 
liquidating and of such a nature as e NORTHERN PACIFIC RAILWAY that signify the following: 
iquida ting ine public needs—projects that can | equipment which is to be leased to . SNDITIONED, ROLLER-BEARING | 
to furnish a maximum of employ- | 4 t d : go ' , ROUTE OF THE AIR-COND Yawn and stretch of the sleepy auto pilot 
@€ put under way quickly and, of | railroads at a rate which will return —s. Mi Feminine dri ] di ire di 
ment per dollar of investment. | T L eminine driver holding out left hand to admire diamond ring. 
grea importance, will be self-liqui- _ the cost to the United States over a Thorough shaking of cigar or cigarette ash. 
There seems no reason why there | dating. They have found a variety | period of years. Carriers would have e “Hey, look at the swell blonde”, 
/ should not be adopted as a perma- | of such projects which have stood _ the option to buy the leased equip- e “I don't feel any rain”. 
| +++ PROMPTED BY OUR STORY about the man named Dodge, 
living on De Soto Street, who lost his Lincoln car, which the 
police found on Austin Street, a contributor from Lake Charles, 
La., informs us that in his city, a man who was driving north 
| | on South Street had a slight collision with another autoist who 
| | | 3 was driving his car west on East Street. 
| | industry operations since the beginning, and in this search 
the Standard Oil Company (N.J.) has always had a promi- 
3 “et nent part. Methods of locating oil have been especially im- 
subterranean dynamite blasts where the formation is suited 
= . to this test. Seismographs scattered over the surface of the 
ae earth graph the vibrations as they are deflected upward, 
giving an accurate picture of the rock structure below, and 
duces the cost of getting oil out of the ground, and accounts 


South Africa, who was fined and had his license suspended 
for three months because he drove the vehicle along a busy 
highway while munching on his lunch. America, however, 
is the land of the free .. . and many a motorist drives with 
one hand while devouring a frank, with or without mustard, 


+++ THE “G” IN “G-MAN” CAN MEAN “GASOLINE-MAN,” accord: 
ing to no less an authority than J. Edgar Hoover, the head 
man of the F. B. I., who has enlisted service station operators 
into his “army” for crime prevention. Mr. Hoover declares that 
virtually all criminals today use the motor car and requests the 
service station Sherlocks to note and report bills of unusually 
large denominations, report what might be bullet holes in car 
bodies, and be on the watch for such items as extra license plates, 
guns, sirens or smoke screen attachments seen in or on Cars. 
That sort of leaves no way out for the criminal, unless he flees 
bank robberies and such in an electric brougham. 


+++ AN AUTO RATTLE can be killed with an umbrella and a 
Cleveland, Ohio, motorist proved it recently when he was 


annoyed with a rear-end noise that had been bothering him 
for some time and decided to investigate. He threw open 
fe lh | Not only bring the rear trek compartenont and wee grected wy 
— ou the swiftest acceleration annoyed rattlesnake ... fangs and all. e thickness o 
only y shes© gens ew Consider all factors Purcnase the strongest hill-climbing ability, the finest two coats prevented the fangs from doing any damage and 
ol yun eo: all-round performance ever built into any the intrepid Clevelander laid the serpent low with accurate 
il k low blows of his umbrella. Which suggests that perhaps rattles 
st wer price, gas, Ol Up eep, tires can be subdued by a policy of appeasement. 
pero” Not only does it give the greatest driving- 
N 85° R it ifti ease, greatest riding-ease and greatest day- +44 THE RAIN FALLS ON BOTH GOOD AND BAD, especially 
WN —and if the thriftiest car in in-and-day-out dependability ... in Fort Pierce, Florida. There a fire engine, speeding to a bad fire 
But it also deli at inwer was rendered tors de combat when a torrential deluge 
: Evers 6 th tor. And th gine, rushing to the same fire, bogge ij 
the field, bar none! cost than does any other car on the market 
today when you consider all items of econ- same rain also put out the fire . . . a rain-check, as it were. a 
omy, including purchase price, gas, oil, 4 
upkeep and tires! +++ ANIMALS MAKE AUTOMOTIVE NEWS! In Phila- ay 
aS Chevrolet—first in performance, first in delphia, Pa., traffic was badly tangled at a busy inter- ae 
Every 40 seconds JE? et: value, first in features—is first in economy, section because a hen, probably escaped from a passing. Ro 
of every day, ff ed too! truck, couldn’t make up her mind which curb to head a 
« 
Somebody buys That j for. . . . In Vincentown, N. J., a young deer crashed 
31} @ mew Chevrolet! Ch Bo why people are again buying more confusedly into the windshield of an oncoming car and he 
evrolets than any other make of car... 
. that is why we strongly recommend that provided the startled driver with venison and abra- ig 
you see, drive and buy this thrifty per- sions. ... A Coatesville, Pa., dog sits on a corner and 
formance-leader— today! hitch-hikes his way home successfully every day be- 
. cause all the town’s bus drivers know him and pick ig 
him up... . Surely you must know of an interesting 
. story wherein a member of the Animal Kingdom fea- a 
C A L C i rg V x O L i T D cE A L i K tured prominently in either your motoring ventures or et? 
| those of a friend. If you do, drop a line to Northrop Ta 
| Clarey, Standard Oil Company (N. J.) 30 Rockefeller ha 
| | Plaza, New York City, and give us the details to past 


‘on to other readers of the Steering Column. 
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THE BIG DIPPER 


Cartoonist Cargill in the Manchester (N.H.) Union 


-U. S. and Blockades in China 


APANESE blockade of British + haps Japan’s could not.” 


and French. concessions at 
Tientsin is interpreted by 73 per 
cent of commenting American 
newspapers as a piece of strategy 
which affects most of the West- 
ern nations, including the United 
States. Editors, however, offer 
no remedy for the threat to the 
foreign concessions in China. 


In the judgment of 27 per cent 
of the commenting press, the 
United States is not concerned 
in the Oriental development and 
the situation is linked with the 
European rivalries. It is held 
that Russian action will be a po- 
tent factor in both regions. 

“At the moment,” advises the 
Indianapolis News (Rep.), “Japan 
is all sweetness and sunshine to 
France and the United. States, 
but either may be next when Brit- 
ain gets off the spot.” The News 
concludes that “British trade 
could stand another blow, but per- 


“All statesmen know,” says the 
Rock Island Argus (Ind.), “that 
if Japan can make Great Britain 
yield, other nations which have 
treaty rights in China will be 
tackled.” The Argus adds: “Sec- 
retary of State Hull has cooper- 
ated: closely with Great Britain 
in the Far East, calling the tacit 
alliance ‘parallel purposes’ and 
‘parallel action.’ The result is 


_that if the United States wishes 


to retain the open door for com- 
merce in China, this nation now 
faces parallel perils with Britain 
and France.” 


“It can be taken for granted,” 
concludes the St. Paul Pioneer 
Press (Ind.), “that if Japan can 
edge the British out of their con- 
cession at Tientsin, the same de- 
mands will be made in other con- 
cessions in China where the 
United States is directly inter- 
ested.” 


REVISING TAXES: 
EDITORS’ VIEWS OF 
CONGRESS’ PLAN 


OVES in the direction of tax revision are so 

encouraging to the press that 81 per cent 
of commenting newspapers voice their strong 
approval. These moves are represented by 
legislative action on the new tax bill and the 
President’s indorsement of the plan to widen 
the tax base. 

In the judgment of 19 per cent of the editors, 
the substitute rates of income taxation are too 
high, although they result from elimination of 
the tax on undistributed profits, which is al- 
most unanimously called a business deterrent. 

It is pointed out by the Boston Transcript 
(Rep.), that the tax bill “permits corporations 
to carry over net operating losses for two 
years, to be deducted from taxable profits.” 


The Transcript adds 
that the measure “is not 
so much a vehicle of tan- 
gible relief as of intan- 
gible encouragement to 
the business community”, and “changes the di- 
rection of New Deal legislation from punitive 
and hostile impositions upon business to more 


Encouragement 
For Business 


Community 


. understanding and cooperative measures.” 


Action taken, according to the Charlotte 
(N. C.) News (Dem.), “finally and completely 
eliminates any shred of the undistributed prof- 
its tax. Substituted for the 16% per cent 


rate was a flat rate of — guess what. 16% per 
cent? Nope, 17 per cent? Nope. Nor 17% 


per cent, but 18 per cent. Which is to say an 
actual increase over the average rate under 
the old law.” | 

“More impressive even than the improve- 
ment effected in the tax laws,’ says the New’ 
York Times (Dem.), “is the all but unanimous 
vote of 358 to 1 by which the change has been 
approved in the House of Representatives. 
This vote puts beyond all doubt a fact that has 
been becoming increasingly evident—that Con- 
gress itself is not only willing but eager to 
pass legislation to help business recovery when 
the Administration gives it the opportunity.” 


Broadening of the tax 
base is supported by the 
Buffalo Evening News 
(Rep.), with the com- 
Is Favored ment “many people 
agree that it should be broadened”, and that “it 
is right and proper that all citizens should be 
made to feel the burden of taxation.” 

“There are few stronger safeguards against 
waste in government,” declares the New York 
Herald Tribune (Rep.), “than a broad tax base, 
which tends to make every citizen, no matter 
what his income bracket, conscious of the fact 
that the money being spent comes not out of 
thin air but out of his earnings. Here, un- 
doubtedly, is the answer to why Mr. Roosevelt 
for six long years has ignored the scientific 
principle of taxation which he extolled in 
1929.” 

“The new 18 per cent flat rate levy imposed 
upon corporations with incomes above $25,000 
is extremely high,” thinks the Washington 
Post (Ind.). “Indeed, no attempt is made to 
lower the total tax burden on corporate in- 
comes under the House bill. The intention is 
to provide for a more equitable and less irri- 
tating system of corporate taxation, without 
substantial loss of revenue. 

“No effort whatever is made to improve the 
system of personal income taxation with a view 
to stimulating business activity.” 


Broader Base 
For Taxation 


Cartoonist Loring for the Providence Evening Bulletin 


+# 
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FOR LITTLE BOYS WHO ASK QUESTIONS 


\ 


Cartoonist Duffy for the Baltimore Sun 


CONGRESS 


ECONOMIZERS (FOR THE OTHER FELLOW) 


Cartoonist Fitzpatrick for the St. Louis Post Dispatch 


ay 
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A HALF A LOAF IS BETTER THAN NO BREAD 


Relief and the Theater Project 


HERE is much _ newspaper 

agreement with the elimina- 
tion from the Federal relief meas- 
ure of the provision for maintain- 
ing the Theater Project. Criti- 
cism of subsidized theatricals is 
accompanied by insistence upon 
the commercial test of merit in 
such professions. 

Retention of the WPA enter- 
tainment idea is advocated by 16 
per cent of the commenting press, 
with 84 per cent pointing to the 
reasons for elimination. 


“Some sort of subsidy should 
be provided,” argues the Rich- 
mond News Leader (Dem.), “at 
least temporarily, to lift dramatic 
production in the United States 
above the test level of mere com- 
mercial success.” 

“Besides reflecting a decidedly 
un-American point of view in 
many productions,” declares the 
Indianapolis Star 


+ 


other example of indefensible 
competition with private enter- 
prises in the entertainment field, 
The legitimate stage and the mo- 
tion pictures, all numbered among 
taxpayers, suffered to some de- 
gree from these New Deal plays.” 


While conceding that the proj- 
ect “has been responsible tor 
some excellent productions whic 
have enriched more than one 


theatrical season and, to a degree 


at least, justified the expenditure 


(Rep.), “the | 


upon them,” the New York Her- 
ald Tribune states: 

“Then, why the pressure for 
Federal relief? Because, 
course, the profession is crowded. 
If there were room in it for 
half the population it would still 
be crowded, for the simple reason 
that it has a peculiar lure for the 
youth of both sexes. Always !t 
has been in a state of siege from 
applicants, the great majority °! 


Federal theater represented an- | whom belong elsewhere.” 


t 
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June 26, 1939 


UNCLE SAM, 
THE “EASY” 
LENDER 


HE United States, once tagged by 
= artoonists in Britain and France 
gith the nickname “Uncle Shylock” 
for } 


nsisting that World War debts 

ne paid, appears to have outgrown 
pi 

that 


name. 
Instead, foreign newspapers are 
now referring to the United States 
Treasury as a lenient creditor. 


In Europe, thirteen countries have 
just observ ed June 15, date when in- 
stallments on their war and post-war 
cebts to the United States are due, in 
almost complete silence. The only 
nations to pay anything were Fin- 
jand, who paid her installment of 
$160,000 in full, and Hungary, who 
made a token payment of some $10,- 
000 in lieu of the full $37,000 that 
was due. Out of the $218,000,000 
that the United States should have 
received June 15 from the debtor na- 
‘ions, only $47,000 was paid—and 
that by two of the smallest debtors. 

But the opinion of the United 


Thoth 
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The United States News 


News -lines 


TITLE REGISTERED 


JAPAN 


IPPON’S moves endanger U. S. 
rights. 


Whether the United States takes 


PATENT OFFICE 


_e@conomic action to curb Japan in 


her present moves against foreign 
concessions in China (see page 9) 


may be influenced by the following 
facts: 


Japan cannot make modern war 


_ without outside help in the form of 


_ manufactured supplies and raw ma- 


terials. Biggest supplier of war ma- 


| terials to Japan during the China 


States as a lenient creditor is still | 
_loans to other Latin American na- 


more prevalent in South America, 


where favored nations are now re-_ 


ceiving 
the United States. 


“Good Neighbor” loans from | 


President Roosevelt’s 3-billion-dol- | 


lar lending program announced last 
week includes 500 million for credits 
to foreign governments over the 


next two years, 200 million to be | 


paid out within a year and all of it 
to be spent in the United States. 


Credits for Brazil: 


‘Her Debt Status 


Almost four months ago Oswaldo | 


Aranha, Foreign Minister of Brazil, 
came to the United States in search 
of a loan and got it. The United 
States Government allowed Brazil 
about. 19 million dollars in credits to 
speed up settlement of commercial 
debts, promised $50,000,000 in gold 
any time Brazil wants to start a 
Central Bank and promised other 
credits—probably 50 million dollars 
~—to aid in developing transportation 
and non-competitive industries in 
Brazil. 


In return, Brazil was to do a num- 
ber of things, but notably to begin 


paying off her bonded debt of 298 , 


million dollars owed to Americans. 
All of it is in default. 

Almost four months have passed, 
Dr, Aranha is home in Brazil, but as 
yet he has given no sign of resuming 
payments on Brazil’s debt. Brazil 
was scheduled to start repaying July 
1, less than a week from now. 

In the light of this experience, 
Wall Street circles are muttering 
that the United States has been too 
easy on its debtors. 

Brazil’s silence on the subject of 
its defaulted 298-million-dollar debt 
is of added interest because recently 
the United States has been making 


tions similar to the loan to Brazil. 
In support.of the loan policy, it is 


said that the financial help given to | 


Latin American nations by. the 
United States puts them in a posi- 
tion to become more productive, to 
hucrease their national wealth. The 
argument is made that from that in- 
creased national wealth. it will be no 
d‘fficult task to take money enough 
to maintain service on debts to the 
United States. 

President Roosevelt defends 
proposed new loans on the ground 
they have no connection with pre- 


his | 


4 campaign has 


vious private loans to Latin America | 
during the 1920-30 period, which are | 


now largely in default. These ear- 


_ lier loans, he states, were forced on 


Latin American nations by Ameri- 
can banks who also obliged small- 
town banks to accept the bonds on 


| pain of losing deposit facilities in 


metropolitan banks. 


Nevertheless, because of the con- | 


tinuing United States policy that 
links dollars with diplomacy, bank- 
ing circles are described as uneasy 


over the fact that. foreign diplomats | 
are referring to Uncle Sam as an 


lender. 


ave 


ustd it 


= many people use the General Motors Instalment Plan 


when they buy their new cars.. 


. and have used it, for 


years... that it seems fair to say this is America’s favorite 


time-buying method. 
Why do people like it? 


Because it’s simple and straightforward ... you can figure out 
Jor yourself, in advance, what it’s going to cost. Because it con- 


tains no so-called 


“service fees” or extras of any kind and 


because it saves the buyer money. Because it’s a complete ser- 
vice, and one which really protects your investment with insur- 
ance, the way General Motors knows it should be protected. 

Because it’s a friendly, understanding service that permits 
you to select the payment terms best suited to you... 
General Motor’s idea of the kind of plan time-buyers of its 


Cars should have. 


If, like the millions who have used the General Motors 
Instalment Plan, you too want to save money, send the cou- 
pon below—and get the GMAC chart that permits you to 


hgure your transaction for yourself. 


GENERAL MOTORS 
Instalment PLAN 


Get this Chart 


«ea 
GENERAL MOTORS ACCEPTANCE CORPORATION, 1775 Broadway, New York —(H) 
Please send without obligation copy of the GMAC Payment Chort for car checked below. 

CHEVROLET PONTIAC OLOSMOBILE [) BUICK LASALLE [) CADILLAC 
Nome__ 
Address 
City. State. 


AROUND THE WORLD: 


PERIL FOR U. S. IN CHINA 


been the 
States. 

Last year this country sent Japan 
96 per cent of her imported war 
materials. The British Empire, the 
butt of Japan’s blockade at Tientsin, 
was the second largest supplier, sell- 
ing Japan 21 per cent of imported 


—Harris & Ewing 


JULY 1ST QUESTION 


When Brazil’s Foreign Minister 
Oswaldo Aranha arranged for U. S. 
credit loans he agreed to start pay- , 
ments on defaulted dollar bonds on 
July 1. The loans were granted. 
Preparations for the payments to 
U. S. bondholders have yet to start. 


war goods. Third largest supplier 
was Netherlands India—8 per cent. 
In other words, the three democra- 
cies sold Japan 85 per cent of her 
war needs. 

Significantly, the Soviet Union, ex- 
pressed | enemy of the anti-commu- 


United + nist axis powers of which Japan is 


a member, sold nothing to Japan 
last year. 

American contributions to the 
Japanese war machine were mainly: 
Oil, iron materials, Metal-working 
machinery, copper, aircraft~.and 
parts and automobiles, parts and ac- 
cessories. 

x * 


GREAT BRITAIN 


yes couple greeted home, 
Britain hints debt payment. 


Time is money in these war- 
threatened days. 

King George VI and Queen Eliza- 
beth stepped down the gangplank on 
English soil one day last week, end- 
ing their good-will tour to Canada 
and the United States. On the same 
day the British cabinet met, is re- 
ported to have instructed its Am- 
bassador in Washington to call on 
Secretary of State Hull and Secre- 
tary of Treasury Morgenthau, to 
work out a settlement of Britain’s 
World War debt owed to the United 
States. 

Involved would be a total debt of 
more than five billion collars. Britain 
has not paid anything on this debt 
Since start of the world-wide finan- 
cial depression, but now it is learned 
the Cabinet wants to pay some, 


| though not.all, of the British obliga- 


tion. 


Purpose of a debt settlement at 
this time would be to remove Britain 
irom the ban of the Johnson Act 
which forbids loans to nations that 
are in default on debts to the United 
States Government. This would be 
an important *part of  Britain’s 
preparations for war. _ vanes the Gent 


, NEW NLRA RIGHTS | 
FOR EMPLOYERS 


~ 


NE of the administration’s broad- 


| 


est reforms has now reformed | 


itself to meet criticism. 

Revised rules just announced by 
the National Labor Relations Board 
make four changes in procedure, 
primarily permitting an employer to 


petition the Board for a collective | 


bargaining election where two or 
more bona fide unions are contend- 
ing for bargaining rights but none 
petitions the Board for certification. 

Other changes would give an em- 
ployer ten instead of five days to an- 
swer a complaint, require that 
unions that are parties to contracts 
alleged to violate the law be made 
parties to proceedings affecting the 
contracts, give alleged company 
unions opportunity to intervene in 
proceedings against them. 

In addition, a trial examiner, hear- 
ing a Wagner Act dispute, has 
ordered that the Board present a 
“bill of particulars” to the employer, 
detailing charges against him. The 
change is greeted favorably by labor 
and employers. 

Thus in five new ways the Labor 
Board, target of much criticism this 


| year, is moving to appease its critics. 


Forestalling Changes 
In the Wagner Act 


Brought forward by this strategy 
is the question: 

Will the changed Board rules fore- 
stall more sweeping amendment of 
the Wagner Act? 

To judge whether allowing em- 


ployers to call for collective bargain- 


ing elections will be effective, officials 
point to their only precedent: The 
New York State Labor Relations Act, 
where the employer is specifically 
granted this right. 

During 18 months the New York 
Board received 2,081 petitions; 61 
were from employers; of these, 22 
were turned down or not acted upon 
because they came while a union 
drive was in full swing. Only seven 
petitions ended in elections or certi- 
fications and only six were a contest 
between AFL and CIO. Of these six, 
the AFL and CIO each won three. 

But public opinion reflected in 
Congress and among labor and em- 
ployers also is important in judging 
the future of amendments to the 
Wagner Act. 

Sponsors of amendments to the 
Act greet the Board’s changed rules 
as “victory,” but the demand for 
changes in the law is still strong. 


The revised Board rules scarcely 
_ touch the substance of the changes 


asked by the United States Cham- 
ber of Commerce, the National As- 
sociation of Manufacturers or the 
AFL. 


Demands for Inquiry 


Into NLRB Operations 


A new kind _of approach to the 


Wagner Act is the recent agitation 
in Congress for an investigation of 
the Labor Board. Coupled with it 
is a suggestion that authority over 
amendments to the Act be taken out 
of the hands of the regular House 


+ Labor Committee and given toa new 
five-man committee in charge of the 
investigation. This is calculated to 
expedite changes in the Act which 
are now being delayed in the Labor 
Committee pending the conclusion 
of hearings. Concurrently there is 
a demand for an inquiry into the 
Wage-Hour Administration by a five- 
man committee that would take 
charge of amendments to the Wage- 
Hour Act which are now shelved in 
the House. 

Despite this, some Congressional 
leaders expect the hue and cry for 
changes in the Wagner Act to abate 
as a result of the Board’s new step. 

Will the New Deal be able to pro- 
tect its other reforms by similar 
strategy? 


Such a move has been tried and 
appears to have succeeded in the 
case of the Social Security Act. To 
forestall nation-wide demand for 
“panacea” pension schemes, the Ad- 
ministration framed a new payment 
plan that is more liberal to the aged 
and eases tax burdens on employers. 


The White House plan is being favor- 


ably received. 

But in the case of the Wage-Hour 
Act this type of a defense of existing 
reforms has not met equal success. 
A set of amendments to liberalize the 
Wage-Hour Act was introduced into 
Congress with White House backing. 
Farm groups took this as a signal] to 
open the Act to wide amendments, 
so the Administration proposals were 
withdrawn and the Wage-Hour Law 
remains unchanged but still under 
fire. 


is settled, Britain could not tap 


| American credit resources, 


x * 


SPAIN 


RANCE to return impounded 

gold to Franco. 

Which way will Spain jump in case 
of European war? Will she side with 
the German-Italian axis, with 
France and Britain, or remain neu- 
tral? 

The question plagues diplomats 
again as France agrees to return 
$31,800,000 in gold to General Franco, 


received a pledge 


impougided in French courts during | 


the Spanish civil war. The gold be- 
longed to the former—Loyalist—gov- 
ernment. 


In exchange for the gold, France | some form for their aid to Spain. 


from General | 
Franco, transmitted through French | 
Ambassador Petain and Spanish Am- | 
bassador Jose Felix Lequerica, that | 
in event of a future war in Europe | 
Spain would remain neutral. 
Of what value is this 
There is general agreement that 
Spain is tired by more than two and 
one-half years of war, seeKs peace. 
But, on the other hand, an in- | 
dependent American observer just 
back from Spain reports that there 
are about 70,000 Italian troops still 
stationed there. In addition, Ger- 


Why 1374 New Industries 
Chose New Jersey 


It’s a fact! 1374 manufacturers started 

operations in New Jersey during 1938 
alone. 618 more plants have started 

opera’ ions here since January first. 

And they chose New Jersey not because 

of special inducements, but for sound 

economic advantages such as these: 

(4) 23,000,000 consumers within over- 

night delivery. 

No state tax on industry, 

Lowest distribution costs to world 
markets. 

Labor that cooperates with employers, 

A state government friendly 
to industry, 


pledge? 


6) 


| many and Italy loaned General | = 
Vee i Desk 25-U. State House, 
Franco vast amounts of war ma- | ton, N.S. for your copy of Ay 
4 / 


| Presumably, 


terials and large troop contingents. 
Chancellor Hitler and | 
Premier Mussolini expect payment in | 


New Industrial Digest of New Jersey. ** 


NEW: JERSEY COUNCIL 


New Low Round-Trip Fares 


Beginning Friday, June 30th 


Longer the Ride... 
the Lower the Rate! 


FARES GOOD IN BOTH COACHES AND PULLMANS! 


REST AND ENJOY YOURSELF ina big, com- 
fortable seat. Stroll about atwill. Enjoy the scenes 
that flow swiftly past. You have that fecling of @ 
relaxation and freedom from responsibility ! 


VERYBODY knows it’s safer, faster and more come 
fortable to travel by train. Now pay less for it! 

All you do is buy a round-trip ticket. Whether you go a 
few miles or hundreds, you make substantial savings. The 
rate per mile decreases with distance! 

This is true of Pullman as well as of coach travel.:s 


NO LOST SLEEP... for this new economy travel 
makes it easy to enjoy the luxury of Pullman ac- 
commodations. Remember, there's a New Low 
Rate for upper berths, along with the low fares! 


you save, however you go! In addition, there's a 10 per cent 
reduction in one-way rail and Pullman fares in upper berths: 

With these new savings in safe, speedy train travel now 
available, why expose yourself to the heat and hazards of 


SAVE TIME, TOO! Your train keeps ste 
. with no delays to make up, no trafhe 
no nerve-wracking trafhic 


and Get There. 


pace. 
lighes ¢ to wait for... 
jams. Get aboard, take it easy... 


THE SAFE WAY is the RAIL way! Ina big steel 
coach or Pullman, you know you're traveling in 
the safest way known! Not a moment of worry 
... the railroad’s thousands of skilled, experi- 


enced workers take the responsibility! 


EASTERN RAILROADS 


Baltimore & Ohio - New Jersey Central > 


crowded highways? 


Plan now to take advantage of these fare reductions on 
your Fourth of July week-end! 


Examples of New low Round-Trip Rail Fares from New York 
RETURN LIMIT 60 DAYS 


Round-Trip Fares Good Round-Trip Fares Good 
in Coaches in Pullman Upper Berths 
between between (Plus reduced Pullman charge) 
New York new you New York new you 
and low fare SAVE and low fare SAVE 
xSet. Louis « $36.00 $15.62 xSt. Louis « « $51.45 $12.05 
xChicago « « » 30.90 14.48 | xChicago . « » 44.15 10.35 
xDetroit. 25.10 11.50 xCincinnati 37.25 7.85 
xCincinnati » 26.90 10.64 xDetrorit. « «© «© 35.75 7.25 
xCleveland. 22.00 6.56 xCleveland « » 28.95 5.35 
Pittsburgh « 17.70 4.18 Pittsburgh « 22.65 3.65 
xBuffalo. 17.65 4.15 xBuffalo. « 22.60 3.60 
Montreal . 3.07 Montreal « « 21.10 3.00 
Washington, D.C. 9.65 1.49 Washington, D. C. 11.80 1.60 
x Somewhat lower fares via certain routes 
Also worthwhile reductions in round-trip 
rail fares, good in all other types 
of Pullman accommodations. 
SEE 2 COASTS, 2 FAIRS—$90 

From your home town to New York and San Francisco...and home 


again! An amazing travel value at $90 in coaches! In Pullmans, 
$135 (plus reduced Pullman charge). Ask agents for complete details 


* Chesapeake & Ohio - Delaware & Hudson « Lackawanna - Erie 


New York Central Nickel Plate « Pennsylvania « Pere Reading Wabash 


PUT ALL 3 LOWEST- PRICED TRUCKS’SI DE- BY: SIDE’. BUY DODGE? 


EVERY MODEL 


K 


MATCHES ITS TRUCK CAPACITIES 
(Ye- to 3-TON) WITH 7 DIFFERENT 
ENGINES FOR 


@ HUSKY, POWERFUL PERFORMANCE 
IN EVERY MODEL 
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The United States News 


THE LEGISLATIVE 
MILL IN ACTION 


Speed-up in legislation. Record 
in tax revision. Tasks remaining 


before adjournment. 


OSPECTS of early adjournment of Congress 

were accentuated by the speeding up of 
legislation in both houses. The unprecedented 
record of a business tax revision going to the 
President within five days after its first con- 
sideration in the House was an indication of 
this trend. Another was the proposal of ad- 
ministration leaders that a joint Congressional 
Committee study the entire tax structure during 
the recess of Congress and report recommenda- 
tions to the next session of Congress. (Details 
on Page 13.) 

But as Congress cleared the decks of tax legis- 
lation, another “must” program was laid in the 
laps of the legislators, the President’s request 
for a $3,860,000,000 Government lending pro- 
gram. (See Page 3.) 

The Bloom neutrality bill, repealing the arms 
embargo of the present law and embodying the 
cash-andcarry and other features of Secretary 
Hull’s program, will have right of way in the 
House beginning June 26 or 27. It will come up 
under a special rule limiting debate to two days 
and will encounter a barrage of opposition from 
@ minority of the House Committee on Foreign 
Affairs. 


Powers of President 


At Issue in Measure 


The minority assert the bill’s authority to de- 
fine areas of combat operations from which 
American vessels and citizens could be barred is 
a delegation of more power than any President 
ever had in wartime. 

The Senate Foreign Relations Committee will 
consider the administration’s neutrality pro- 
posals June 28. Chairman Pittman (Dem.), of 
Nevada, expects the House to pass the Bloom 
bill and says he will go ahead with neutrality 
if possible in the Senate. Former Chairman 
Borah (Rep.), of Idaho; however, says the 
Senate will defer neutrality consideration until 
next session. 

The largest agricultural appropriation bill in 
history, totaling $1,180,000,000, including $338,- 
000,000 for parity payments and disposal of farm 
surplus commodities, agreed to in conference, is 
soon to become law. Only minor amendments 
are still in dispute. 

The House-approved $1,735,000,000 relief ap- 
propriation bill for 1940 is due to pass the Senate 


before the fiscal year ends. Mayors La Guardia, 
of New York; Tobin, of Boston, and Burton, of 
Cleveland, asked the Senate Appropriations Com- 
mittee to remove restrictions the House placed 
on use of the funds. (Details on this page.) 

Majority Leader Barkley, of the Senate, may 
require night sessions of the Senate to expedite 
legislation. He particularly referred to a 
“filibuster” by the silver bloc in the Senate, led 
by Senator McCarran (Dem.), of Nevada, against 
the bill that would extend for two years the 
President’s power further to devalue the dollar 
and would continue the Treasury’s stabilization 
fund of two billion dollars. 


More Millions Voted 


For National Defense 


National defense is to the front again. The 
. House passed and sent to the Senate a bill ap- 
’ propriating $292,695,547, of which more than 
‘ $222,000,000 is cash and the remainder in con- 
tract authorizations, to build up the Army’s air 
power to 5,500 first-line planes. It provides 
funds for new air bases in Alaska, Puerto Rico, 
Panama and northeastern and southeastern 
United States. An item of $18,250,000 for edu- 
cational orders to build up munitions—making 
skill in industrial plants—was eliminated in the 
House and Army officers will seek its restoration 
by the Senate. This bill brings up to $1,781,- 
981,847 the appropriations and contract au- 
thorizations for the Army and Navy sr far this 
' Congress, which is another peace-time record. 

The House passed a two-milllidn dollar urgent 
deficiency bill to maintain the Federal Com- 
. munications Commission and other agencies in 
1940, including $98,000 for the President’s six 
$10,000-a-year executive assistants and their 
secretaries, clerks and travel expenses. The bill 
failed to include a $340,000 appropriation asked 
by the State Department to finance an expedi- 
tion to the Antarctic and omitted the proposed 
$20,000 for the international committee on politi- 
cal refugees. 


Record of Legislation 


EVENUE Act of 1939, removing tax deterrents to 

business, 2-year extension of present excise taxes 
and 3-cent first class postage rate (H.R. 6851); Sent to 
President June 23. 

Two-year extension of President’s power further to 
devalue the dollar and of the Treasury’s stabilization 
fund, (H.R. 3325); passed House April 21, pending in 
Senate. 

Relief, work relief, new fiscal year, $1,735,000,000 
(H.R. 326); passed House June 16; Senate Appropria- 
tions Committee completed hearings June 22. 

Postponement label requirements, Food, Drug, Cos- 
metics Act, to 1940 (H.R. 5762); President signed 
June 23. 

Technical administrative amendments, benefits, eli- 
gibility of employes, etc., under Railroad Unemploy- 
ment Insurance Act, effective July 1 (H.R. 5474); 
President signed June 21. 

Department of Labor appropriations, new fiscal year 
CH.R. 5427); to President June 20. 

Training of civilian pilots, Civil Aeronautics Au- 
thority, $5,675,000 fiscal years 1939-40, $7,000,000 an- 
nually thereafter to 1944 (H.R. 5619): to President 
June 19. 

Extension to June 16, 1942, time within which bank 
loans to their executive officers may be renewed or ex- 
tended (S. 1886); President signed June 16. 

Extension to June 30, 1942, Connally Act to prohibit 
interstate shipment of oil violating State laws (S. 
1302); to conference June 20. 

War Department civil functions appropriations, new 
fiscal year (H.R. 6260); to President June 20. 


The Relief Problem—Three Approaches 


photo, Mayor LaGuardia (left) opposes the new restric- 
tions on relief administration after studying the points 
with Lowell Mellett (right), NEC director. Right photo, 
Actress Tallulah Bankhead gives uncle Senator Bankhead 
a “lobbyist hug.” Miss Bankhead opposes the shutdown of 


—Harris & Ewing 
Capitol Hill receives a variety of visitors as work on the 
new 1940 relief bill nears an end. Left photo, WPA Ad- 
ministrator Harrington opposes the three-man board in 
place of the single relief administrator system. Center 


the Federal Theater Project. 


THE VOICE CONGR 


Removing Tax Deterrents’ to Business Recovery: 


SS 


Congress Debates and Passes a New Revenue Bill | 


Following are excerpts from the House debate 4 we collected in excess of $6,000,000,000, or more money 


on the tar revision bill: 


R. COOPER (Dem.), Tenn.: .The pending bill, H. 

R. 6851, is a tax-relief measure, designed and in- 

tended to remove certain so-called “deterrents” and “irri- 
tants” to the full and free flow of business activity. 

This bill was favorably reported by the unanimous re- 
port of your Committee on Ways and Means. It is the 
opinion of your committee that the bill affords real tax 
relief to the taxpayers of this country and at the same 
time will provide substantially the same amount of rev- 
enue as is provided under existing law. 

Mr. RICH: (Rep.), Pa.: How much revenue will this 
bill raise? 

Mr. COOPER: I think my closing statement was 
that the excise taxes will yield about $544,300,000. The 
extension of the 3-cent postal rate is estimated to yield 
about $100,000,000 in 1940. The corporation taxes im- 
posed under the pending bill will run to about $1,000,- 
000,000. This gives an aggregate amount, therefore, of 
something over $1,600,000,000 provided under the bill. 


Mr. RICH: How nearly will the revenue to be raised 
under this tax bill equal the expenditures already author- 
ized for 1940? As I estimate up to the present time 
we have appropriated $9,312,515,000. 

Mr. COOPER: The yield under this bill, of course, 
is in accordance with the Budget message of the Presi- 
dent. The gentleman himself is a distinguished and 
valuable member of the Committee on Appropriations, 
to which the President’s Budget message was referred, 
and I would yield to him as being in possession of far 
greater knowledge and understanding about the appro- 
priation phases of it than I could be. 


The Estimated Deficit 


For Next Fiscal Year 
Mr. RICH: The President’s own estimate shows that 


next year it is expected the Treasury will receive about 


$5,669,000,000 in taxes. This means we are going to be 
$4,000,000,000 short under this tax bill which you men 
have brought in here. Now, how are you ever going to 
get together on revenues and expenditures? 

Mr. COOPER: The gentleman knows, of course, that 
the pending bill does not represent all of the revenue 
legislation now on the statute books. 

Mr. RICH: Taking all of the revenue, including that 
expected to be raised by this bill, according to the way I 
figure the thing out hurriedly here on the floor, you are 
going to be $4,000,000,000 short. 

Mr. TREADWAY (Rep.), Mass.: We were told to 
Start with that we must not try to write a bill that did 
not bring in as much revenue as is brought in under the 
present law. If the taxpayers have found difficulty in 
meeting their obligations in certain lines of taxation— 
and that experience has been voiced to the Ways and 
Means Committee—you are not relieving taxation a great 
deal if you simply shift the burden from one taxpayer’s 
shoulders to another’s and that is what this bill en- 
deavors to do. 

Another objection to these taxes, in addition to the 
fact you are not keeping faith with the people, is the fact 
that they are consumption taxes, not based on ability to 
pay, but which fall most heavily on those with small in- 
comes. The real basis of taxation should be the ability 
of the person taxed to pay the tax, and certainly you 
cannot say that any one of these nuisance taxes is of 
that character. A lot has been said about doing away 
with indirect and hidden taxes. Here is our chance to 
do something along that line. 

The third reason I am opposed to the continuation 
of these taxes is that I have consistently refused to vote 
new taxes on the people or extend old ones until the New 
Deal first makes a definite and sincere effort to reduce 
expenditures. The only reason that these taxes have had 


. to be continued beyond 1934 is because of this New Deal 


spending program. 
Mr. SHORT (Rep.), Mo.: Our Federal revenues in 
1932 were a little in excess of $2,000,000,000, but last year 


than ever before collected in peacetime history, and yet 
we ended the fiscal year with a billion-and-a-half-dollar 
deficit, and this year it will amount to a deficit of $3,- 
500,000,000. 

And that is not considering the hidden, concealed taxes 
on food and clothing, nor the sales tax, which most of 
the States have imposed on their citizens. 

Mr. TREADWAY. The gentleman is absolutely cor- 
rect in his statement. His conclusion, I have no doubt, 
is that we are going into bankruptcy. 

Mr. WHITE (Dem.), Idaho: The gentleman said 


Tax revision to remove “deterrents” 
to business comes before the House 
and Senate, passes in record time for 
a revenue bill. Members of Congress, 
overwhelmingly in favor of the meas- 
ure, nevertheless find points on which 
to differ seriously. Excerpts from the 
debate in both houses appear here- 
with. 


that he was in favor of relief from taxation. I wonder 
which he regards as the more important, relief from tax- 
ation or relief from starvation? 

Mr. TREADWAY. What.a ridiculous question. The 
gentleman should realize that if we eliminate tax deter- 
rents, business will be able to provide work for the un- 
employed and we will not have the necessity for the 
present large expenditures for relief. 

Mr. DOUGHTON (Dem.), N. C.: Tax bills ordi- 
narily are written for the purpose of raising additional 
revenue. This, however, is not the main purpose in the 
bill now under consideration. The chief purpose of the 
bill is, as far as reasonably possible, to give relief to 
the business interests of the country ; and I believe when 
fair consideration is given to what was done in the social- 
security bill and what will be provided in this bill when 
it is enacted into law, that all fair-minded people will 
decide that we have gone as far as it is reasonably pos- 
sible at this time in giving encouragement to business 
by removing any deterrent that may exist in our present 
tax laws. 

The undistributed-profits tax has been allowed to ex- 
pire. I shall always believe there was an element of 
soundness in the undistributed-profits tax, but the cor- 
porations believed it was prejudicial to their interests. 
As chairman of the Committee on Ways and Means, I 
have little complaint as to the operations of the undis- 
tributed-profits tax as the law now stands, but the fears 
of the corporations were that it would spread or be in- 
creased. Therefore, they desired that ft be repealed; 
and if they were willing to pay a similar amount of tax 
in some other form, so far as I was concerned I was 
willing for them to do so, 


What Senators Said 
Of Tax Revision Bill 


Excerpts from Senate debate on the bill follow: 

Mr. HARRISON (Dem.), Miss.: Another important 
change in the law which was written in the bill as it 
passed the House and as it has been approved and re- 
ported by the Senate committee is the provision permit- 
ting corporations to carry over their net operating busi- 
ness losses for a period of two years. In my opinion, 
that is one of the most important provisions incorpo- 
rated in this legislation, and one which perhaps will give 
more encouragement to business than any other provi- 
sion. 

I think the two-year provision for loss carry-over is 
one of the very important parts of the bill, Both in 


+ 


the House bill and in the bill as reported by the Senate 


committee the two-year loss carry-over is broadened, and 


is applied not only to corporations but to partnerships 
and to individuals as well. It was thought that if this 
provision should be helpful to corporations, it would 
likewise be helpful to partnerships and individuals; so 
in this legislation we have provided for a two-year loss 
carry-over to all taxpayers, both corporate and _ indi- 
vidual. 

Mr. NORRIS (Ind.), Nebr.: Does the Senator mean 
that the loss carry-over in this bill applies to persons, 
corporations and partnerships all alike? 

Mr. HARRISON: As to net operating losses it does. 
It does not apply to capital losses. 

Mr. AUSTIN (Rep.), Vt.: I should like to inquire 
whether the removal of the limitation on deductions for 
capital losses permits taking a reduction of any amount 


whatever against capital gains for the period of the re- 
turn, 


Mr. HARRISON: 
months. 

Mr. AUSTIN: Then there is no limitation left? 

Mr. HARRISON: No. . 

Mr. President, I have stated the major features of the 
proposed legislation, but there are some administrative 
changes which the Treasury has recommended, and all 
the changes are approved by the Treasury officials, I 
have never seen such harmony as has been evidenced, 
both by the members of the Ways and Means Commit- 
tee and of the House generally, and by the members of 
the Senate committee, as well as by Treasury offcials, 
and I am glad to say by others in the administration in 
the final preparation of the proposed legislation. I wish 
such splendid harmony could always exist. 

The administrative changes which have been approved 
by the Treasury and incorporated in the bill are in the 
interest of certainty, of clarification of some ambigui- 
ties, and of simplicity in tax administration. 


If the asset is held more than 18 


A Plea for Heavier Lévies 


To Meet Federal Expense 

Mr. LA FOLLETTE (Prog.), Wis.: I offer an amend- 
ment (adding a section on surtaxes of individuals begin- 
ning at 4 per cent on $3,000 and up to 75 per cent on 
$5,000,000.) We do now begin taxing surtax incomes at 
$3,000, so that persons brought within the purview of the 
income tax law by the exemption amendment would have 
only the normal tax applied to them. At $6,000 income 
for a married person with no dependents, under existing 
law such a taxpayer wculd pay $116; under this amend- 
ment, $136. A married person with no dependents, with 
$10,000 of net income, under existing law would pay 
$415; under the pending amendment $540; A similar 
person, with $30,000 net income, under existing law, 
would pay $3,569; under the amendment he would pay 
$4,969. This amendment would yield $182,900,000 in the 
calendar year 1939. 

I also offer an exemption amendment. The net reduc- 
tion of single persons, under it, would be from $1,000 
to $800, married persons from $2,500 to $2,000. The ex- 
emption of dependent children would remain, but their 
age limit increased to 20 years, instead of 18 as at pres- 
ent. This amendment would yield $54,200,000. 

Mr. TAFT (Rep.), Ohio: Mr. President, I merely 
wish to say that it seems to me that the ultimate solu- 
tion can only come through a reduction in taxes. I do 
not think anyone can devise a tax system in the United 
States which will raise $10,000,000,000 a year for the 
Federal Government, with any reasonable hope that it 
will be equitable to everyone or that everyone will stand 
for it. So ultimately, while I am in favor of raising 
taxes, particularly on the (income) group between $2,500 
and $50,000, which the Senator proposes, I feel that it 
in no way solves the problem, and that the only solu- 
tion of the problem ultimately is a reduction of Gov- 
ernment expenses rather than further increases in taxes. 

(Both La Follette amendments lost.) 


(The House agreed to all Senate amendments 
‘and the bill was sent to the President.) 


THE RELIEF WAR. 
ISSUES AT STAKE 


The struggle over relief policies. | 
Cost reduction, curbs on politics, 


payless “vacations.” | 


OME midnight of June 30, and the new relief 
bill for the fiscal year 1940 should be ready 

for the President’s signature. | 
That the Presidential signature will be applied 
is almost certain—without that confirmation the 
huge relief machinery will strip its gears for want 
of money. That the President will view the docy- 
ment before him with grave misgivings is almost 
certain—since developments in the past week 
point to few compromises being made by Con- 
gress which will remove the severe restrictions 
applied by the House when it voied on the bij! 
at 1 a.m. after 14 hours of thunderous debate. 


From behind locked doors last week the Sen. 
ate Appropriations Committee began its routine 
of taking depositions from witnesses for the most 
part united in their disapproval of new provi- 
sions in the House bill.: 

To the Senators, Col. Francis Harrington, WPA 
Administrator, reiterated substantially the same 
arguments he used in his unsuccessful effort *o 
keep the House from hamstringing the presen: 
administration of work relief. Sharpest was the 
Colonel’s tongue against that provision which 
would substitute a three-man bi-partisan board 
for his présent single-man rule. Additional sup- 
port for the Colonel’s opposition to the earmark- 
ing of $125,000,000 of WPA funds to ithe Pwa 
came from the President, who pegged his out- 
line of the proposed $3,860,000,000 long-term lend- 
ing program on the fact that such earmarking 
would force 165,000 needy persons off the relief 
rolis in the year beginning July 1. 


Stage Stars Appeal 
For Theater Project 


More colorful in opposition was the aircade 
of actresses and actors under the leadership of 
Tallulah Bankhead, daughter of Speaker Bank- 
head and niece of Senator Bankhead. With 
Senator Pepper as the unofficial marshal for 
the group, Miss Bankhead pleaded for restora- 
tion of the Federal Theater Project which the 
House had unceremoniously scratched out. 


Out in the committee anteroom, New York's 
Mavor La Guardia, head of the Conference of 
Mayors, declared that “this relief bill destroys 
and shatters.all use of the WPA by big cities.” 

“As it now stands,” he said, “it puts us right 
back to leaf-raking and artificially-created proj- 
ects.” 


As the day for final Congressional reckoning 
on the relief bill came closer, another develop- 
ment added itself to the already cloudy atmos- 
phere. 


Bottled up somewhere in the House Judiciary 
Committee, the Hatch bill banning political ac- 
tivity by Federal employes was apparently ready 
for a new lease on Congress’ attention. Passed 
some two months ago by the Senate, the measure 
will be tacked on to the relief bill when it reaches 
the floor of the Senate. So promised its sponsor, 
Senator Hatch, unless the House committee man- 
aged to overcome its lethargy and take some 
conclusive action. 


The Conflict of Views 
Over Curbing Politics 


The President already has aired his views on 
the Hatch proposal, calling it a badly drafted 
measure. The new relief bill includes in it 4 
provision to ban politics in the relief set-up. 
But this would apply only to relief workers and 
wquid die a natural death at the end of the 
1940 fiscal year, just at the beginning of the 
1940 campaign. On the other hand, the Hatch 
proposal would bar all relief workers and Fec- 
eral employes with the exception of the Presi- 
dent, Vice President, Cabinet members and the.r 
assistants, Congressmen and their staffs, from 
political activity. The proposal would become 4 
permanent statute. 

Conferences seeking to effect a comprom:sé 
have been held and out of them may come word- 
ing not so drastic in its political implications 
which might prevent a bitter fight. 

One compromise on which cloak-room (aik 
centered was an easing of the Federal Thea‘er 
Project shutdown. Sentiment among many 
Senators favored continuance of the project 
along the lines proposed for other white-collat 
projects (art, writing, historical records) °" 
which the local community guarantees to make 
a cash down payment as part of the cost. 

Meanwhile salient facts began to appear is 
the June 30 deadline neared. 

A total of $1,735,000,000 would be given %Y 
Congress, of which $1,477,000,000 would go to ‘he 
WPA, unless the difference earmarked for PWA 
were restored or by some legislative legerdema:) 
were increased. There were many observers W10 
believed that, in his testimony to the Sena'é, 
PWA Administrator Ickes would contend that 
$125,000,000 was too small a sum to provide ace- 
quately for heavy construction projects. 

But with the money it receives, it is doubtfus 
whether the WPA will be able to provide work 
for even the 2,000,000 persons it has been ‘2- 
uring This total, one-third lower than 
1939 average, is scheduled, if private indusi'’ 
picks up, to be reduced to 1,500,000 by the end of 
June 30, 1940. 

Compromises this week will do little to m-''- 
gate the fact that relief as Congress wishes it +” 
1940 will be like no other relief since 1933. C0”- 
gress, feeling its oats in 1939, is already worried 
about its votes in 1940. 
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quered, then Port Arthur and the | 


Liaotung peninsula were “leased” 
for 99 years. Next Japan wrung in- 
creased trade privileges from China. 


China and all foreign concessions in 

China, which is now under way. 
THE SPARK: There have been 

many sparks of conflict between Ja- 


with Japanese officials and in gener- | 


al give Japan more of a voice in af- 
fairs of the vital trading area. 
One Japanese official has even 


and Rangoon. Respect for the Oc- 


cidental, basis of his ability to gov- | 


ern vast eastern lands with a tiny 


force of officials, might be under- | 
mined. Such incidents as the forced | 


| ister Chamberlain of Britain is keep- 


ing the United States fully informed 
of moves in the Far East, that Brit- 
ish and American officers are con- 
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PUTTING 


HERE is one thing on which I am 
Sure we can all agree, namely, 
that our economic condition, with 
the existing large volume of idle 
men, idle money, and idle plant 
equipment, is unsatisfactory and that 
& material improvement must be 
brought about to vindicate and pre- 
serve our economic system. 

Secondly, I think that we will also 
agree that we have abundant ma- 
terial resources and money, so that 
they are not a limiting factor on 
further recovery. In fact, the sup- 
ply of funds is not only more than 
adequate under present conditions 
for an expansion of output, but our 
monetary and credit system has suf- 
ficient elasticity so that we can al- 
ways create the funds necessary to 
expand production within the limits 
of our man power. 

We may say then, I think, that our 
greatest domestic problem — the 
major task before the nation—is to 
find productive employment for all 
of the people capable of working 
who are now unable to find employ- 
ment. The magnitude of the prob- 
lem is measured by the number of 
these people. Allowing for a certain 
unavoidable minimum of unemploy- 
ment due to seasonal and other 
special reasons, there are more than 
eight million men and women for 
whom work should be found. 


Money Supply Larger 
Than Ever Before 


That it is not a scarcity of money 


that prevents a more satisfactory 
economic condition from developing 
is clear from the fact that our sup- 
ply of money represented by demand 
deposits and currency today is larger 
by several billions of dollars and in- 
terest rates are lower than ever be- 
fore in our history. In addition, the 
excess reserves of member banks at 
the present time exceed four billion 
dollars, a heretofore undreamed of 
surplus. These reserves could be- 
- @ome the basis for a further expan- 
sion of our money supply to the éx- 
tent of more than 25 billion “dol- 
mre. 


The question today is whether we 
can restore the volume of private 
capital outlays to a point sufficient 
to absorb unemployment as has been 
the case in the past, and if not, what 
alternatives confront us. 


In other words, in order to main- 
tain a flow of funds into new capital 
outlays in sufficient volume to pro- 
vide full employment, we must either 
have new private capital outlays of 
approximately 18 billion dollars, or 
we must have a combination of pri- 
vate and public outlays of this 
amount, or we must increase the 
proportion of our national income 
that goes into consumption by an 
amount equal to the reduction in 
private and public investment. Un- 
less we follow one of these courses, 
we face a decline in production and 
employment and hence in national 
income and our standard of living. 


Problem of Deterrents 
To Private Spending 


Our business leaders, if we are to 
judge by typical speeches, publica- 
tions and resolutions, believe that 
the problem can be met by increas- 
ing investment in private channels 
and that failure to achieve an ade- 
quate rate of new private investment 
is due entirely to a variety of so- 
Called deterrents, chiefly in the field 
of taxation and Government regula- 
tion. They seem to think that if 
these deterrents were removed, there 
would be a flow of capital into new 
enterprise that would largely absorb 
unemployed men and idle funds. 

I wish that I, as a business man 
and banker, could persuade myself 
that this is a correct analysis. I do 
not want to be understood as saying, 
however, that there are no deter- 
rents of this character: 


The question I want to raise is 
whether, even though we should 
eliminate all of the deterrents that 
business men usually talk about, we 
would have made substantial prog- 
ress towards the goal of full employ- 
ment. It is my belief that these 
factors, important though they are 
to individual business men, are rela- 
tively unimportant, viewing the 
economy as a whole, and that our 
fundamental problems lie much 
deeper. I cannot believe that our 
problems can be adequately met 
simply by the removal of these sup- 
posed deterrents. * * * 


Proposed Revisions 


In the Tax System 

As to tax deterrents, I, too, should 
like to remove those taxes that are 
discouraging new investment. On 
several occasions I have expressed 
my view that corporation taxes 
should be simplified; that great lati- 
tude should be allowed businesses in 
carrying forward losses and that 
capital losses should be deductible 
from business operating earnings; 
that we should permit consolidated 
returns for- corporations; that we 
should abolish tax-exempt securi- 
ties; that our estate tax system 
Should be improved by reducing ex- 
emptions and opportunities for 
avoidance; and that the rates in the 
middle income brackets should be 
increased—that is, on incomes of 


‘purchasing power. 


IDLE MONEY, 


Redistribution of Income, More Federal 


‘Investment” as Aids—Labor’'s Part in 


Recovery—Bigger Age Pensions—Changes in the Tax System 


from three to fifty thousand dollars 
a year; and that the base of the in- 
come tax should also be broadened 
by reducing exemptions. 


However, in my judgment, the 
most important tax deterrents on 
business activity are those taxes 
which bear directly on consumption. 
And, therefore, the most important 
tax reform would be to reduce con- 
sumption taxes, which are, including 
Federal and State, about 3 billion 
dollars more now than in 1929. This 
would increase the purchasing power 
of consumers and stimulate the mar- 
kets for business and industry. * * * 

Various studies that have been 
made by the Brookings Institution, 
the National Resources Committee, 
and other groups, all indicate that 
the great majority of our people at 
the bottom of the income scale would 
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The threat of an extension of com- 
petition by the Government and by 
various municipalities served to bring 
about a justifiable reduction in rates 
which was a big help to millions of 
consumers. 


With this accomplished and real 
progress being made in reducing the 
inflated capital structures to a 
sounder basis, there is no further 
justification for, or, so far as I know, 
intention of further Government 
competition in this field. What was 
done to correct abuses in this area 
was also the result of an insistent 
public demand that was successful, 
notwithstanding the most insidious 
organized propaganda we have ever 
witnessed. * * * 


We hear it said continually that 
there is an absence of risk or venture 


Solution of the problem of putting idle money and idle 
men to work has become generally recognized as the key 
to recovery. But how should that be accomplished? 

Marriner Eccles, Chairman of the Federal Reserve Sys- 
tem and a leading advocate of Government spending for 
recovery, now has formulated a comprehensive plan to 
achieve the desired end. That plan not only includes tax 
revision, bigger old-age pensions, redistribution of income 
and wage adjustments, but embodies the essentials of 
the President’s new huge long-term lending program. 

Because of the weight that attaches to Mr. Eccles’ posi- 
tion and of the broad scope of his proposed program, The 
United States News herewith presents in part the address 
in which he made his proposals, delivered June 16 in Boston 
before the Harvard Business School alumni. 


consume far more if they had the 
It is not among 
these people that idle funds accumu- 
late, but in the numerically smaller 
groups, less than 10 per cent of the 
population, whose income taxes are 
low relative to the British scale and 
that prevailing in most other 
countries. * * * 


What we, as ‘business men, should 
be interested in is what we have left 
over after our taxes are paid. We 
are far better off with high taxes 
and high incomes than with low 
taxes and low incomes. * * * 


We are all familiar with frequent 
speeches and resolutions ‘against un- 
wise public spending policies. We all 
agree, I am sure, that in the expend- 
iture of public funds there should be 
neither favoritism nor politics, and 
that the Government should carry 
out efficiently such socially and eco- 
nomically desirable enterprises as 
would not be undertaken by private 
business. 


Opinion of the Public 
On Spending Policies 


Where all of us encounter sharp 
differences is when we get down to 
deciding what are wise and what are 
unwise spending policies. * * * 

Recent Gallup polls reflect a large 
majority opinion against spending in 
general by the Government, but 
when it comes to determining just 
where the public would reduce 
Spending, there are actually majori- 
ties of 81 per cent against reducing 
expenditures for armament, 86 per 
cent are in favor of an adequate 
old-age pension, and 62 per cent 
favor a continuation of the present 
farm benefits. Some 69 per cent 
favor reducing the ordinary operat- 
ing expenses of the Government, but 
this is a relatively small item and it 
has not materially increased in the 
last ten years. Small majorities fa- 
vored a 10 per cent cut in relief and 
public works, but there was a ma- 
jority for work relief in preference 
to the dole, notwithstanding the fact 
that work relief is far more ex- 
pensive. * * * 


Federal Competition 


In Business Fields 


With reference to Government’s 
competing with private business, I 
have repeatedly contended that for 
the Government to do so is a deter- 
rent. Yet, let’s look at this com- 
plaint realistically. When it is 


brought out of the realm of general- | 


ity and reduced to specific terms, the 
complaint is confined almost entirely 
to the power industry. 


I agree that it is unwise policy for 
the Government to go into the util- 
ity field in competition with private 
capital. I recognize, however, that 
some of the worst financial abuses 
occurred in this field in the twen- 
ties and that public revulsion de- 
manded a house cleaning and a re- 
duction of excessive rates that were 
imposed by many companies to sup- 
port inflated financial structures. 


capital willing to go into new enter- 
prise. I do not think there is an ab- 
sence of the capital, but there un- 
doubtedly is an unwillingness to as- 
sume the risk. * * * 

The problem today is to survey the 
possibilities of new fields of invest- 
ment that may be open for capital 
ait the present time. 

I hardly need say to this audience 
that we have excess capacity in al- 
most every existing industry of which 
I can think. I know of no quicker 
way to become unpopular with my 
business friends than to suggest, for 
example, that we ought to build more 
textile miils, more sugar factories, 
more lumber plants; that we should 
drill more oil wells, add to our can- 
ning plants, our automobile factories, 
or our steel mills and office build- 
ings. You can go on down through 
the list and every time you mention 
a business in which someone present 
has his money invested or in which 
he is employed, he holds up his hands 
in horror and says, “No, we do not 
need more plant capacity. We have 
too much now.” 

I would rather state it in different 
terms and say we do not have too 
much plant capacity, but we do have 
inadequate markets for the products 
of our present plant. 

We hear it said that there is a 
great backlog of deferred invest- 
ment in industry, but as a matter of 
fact, there has been a considerable 
volume of investment in recent years, 
and industry has been putting on the 
market many new products. 


The actual volume of private in- 
vestment for plant and equipment 
reached a level in 1937 as high as 
in 1923 and 1924, and within a bil- 
lion dollars a year of the 1925-28 av- 
erage. In 1937, according to the es- 
timates of our research division, 
plant and equipment expenditures on 
new durable producers’ goods aggre- 
gated 17.4 billion dollars. Of this, 3 
billions was in manufacturing and 
mining—an amount greater than like 
expenditures in 1927 or 1928. *.* * 

As we look about us today, the most 
promising fields in which to put idle 
men, money and materials to work 
are housing, railroads and, to a lesser 
degree, the utilities. These are the 
fields in which the depression struck 
deepest and the unemployment was 
greatest. I believe we could do much 
in all three fields. 

Some plan for rehabilitating the 
railroad industry and for making it 
feasible and profitable for the rail- 
roads to purchase equipment which 
they are sure to need in the future 
should be developed. 

As to housing, a great deal has 
been done in the past few years to 
get private capital moving more ac- 
tively into this field, particularly 
through FHA insured mortgages. 
Housing is the one factor that regis- 
tered an upward turn on the busi- 
ness chart when all other indices 
were diving downward in 1938. I 
think it would be possible to lower 
interest rates from the present level 


another one-half or possibly one per 

cent, and thus tap another stratum 

of potential home owners. 
Residential building was at an un- 


precedentedly low level through the 


early and middle thirties. This was 
primarily a result of depression, but 
the lower rate of population growth 
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also reduced the accumulating pres- 
sure on housing accommodation as 
compared with earlier periods. I 
think we have by now built up a 
backlog of housing demand which, 
if we can keep national income at 
a fairly high level, should give us an 
increasing volume of building activ- 
jty for several years to come. 


Better Distribution | 
Of Income Sought 


As we look ahead, however, we can 
no longer count on the pressure of 
rapidly increasing population to sur- 
mount all obstacles in the building 
field. Increasingly the problem will 
become one of tapping lower strata 
of demand through the provision of 
lower-cost housing. 

As for the utilities, I think they 
ought by now to feel fairly well as- 
sured that they have a future under 


-private ownership and need not be 


deterred from needed expansion of 
their plant. 


But whén we add up all the 
amounts we could possibly hope to 
expend under the most favorable 
conditions in these three fields of 
private housing, railroads and elec- 
tric power,. we come out with a fig- 
ure of between 5 and 6 billion dol- 
lars which is small in relation to the 
magnitude of funds that have to find 
outlets for investment under the 
present distribution of the national 
income if we are to achieve full em- 
ployment. 


With the slower tempo of our na- 
tional growth, and being now a 
creditor and not a debtor nation in 
need of capital, we must devise 
means to enlarge the domestic mar- 
ket for our products. To do this we 
need a better balanced distribution 
of our national income, which in turn 
involves the steady channeling of 
additional funds into the hands of 
those at the lower end of our income 
scale. * * ® 

I have already indicated in an ear- 
lier part of my talk the kind of re- 
vision in our tax system that would 
seem to me to be necessary in order 
to increase the funds in the hands 
of consumers and to diminish the 
problem of finding investment out- 
lets for accumulating funds. In 
some countries, as in England, this 
has been done, and the flow of in- 
come there is maintained with a 
smaller volume of investment, be- 
cause a larger proportion of the in- 
come has been diverted to consumers 
through much_ higher income taxes 
on the groups with incomes from $2,- 
000 to $50,000, and through adequate 
old-age pensions, unemployment in- 
Surance and other social services. 

Perhaps the most important single 
step that can be taken now to in- 
crease the purchasing power of con- 
Sumers and thus to diminish the 
need for investment outlets is to re- 
vamp our present old-age insurance 
program. Under this plan by the 
end of this year it is.estimated that 
there will have been collected from 
pay-roll taxes 1.7 billion dollars, this 
burden falling almost entirely on 
consumers, whereas practically noth- 
ing has been paid out in benefits. 
It is so constructed as to collect taxes 
from young men now with a view 
to taking care of them when they 
become old. 


This system needs to be so revised 
as to provide a reasonable pension 
to old people immediately, regardless 
of whether or not they have con- 
tributed to the fund. This would not 
cnly meet a great social need and 
popular demand, but would also be 


a@ sound economic measure at this 
stage in our economic life. 

The present plan is operating as 
a gigantic saving device at a time 
when there is a surfeit of saving; it 
is decreasing consumption when we 
have inadequate consumer buying 
power. * * * 


In order to provide for the maxi- 
mum possible elasticity in our econ- 
omy so that there will be no obstruc- 
tions to the income flow, we must 
find means of controlling monopolis- 
tic and other uneconomic practices 
both by industry and by labor. 


The policies of many of our large 
industries to meet a decline in de- 
mand by radical curtailment of out- 
put, while leaving prices at high 
levels, result in accentuating depres- 
sions. On the other hand, rapid price 
advances at the first indications of 
the return of a lively demand tend 
to bring an upswing in business to 
anend. These policies tend to create 
maladjustment between industrial 
and agricultural prices, which in turn 
have a seriously disturbing effect on 
the whole economy. 


Better planning of production and 
price policies by business concerns 
with reference to more than the 
short-time garnering of profits would 
do much to reduce violent fluctua- 
tions in business. 


I want to take this cccasion to ex- 
plain more fully my position on 
labor. My sympathies are all with 
the real interests of labor. I fully 
realize the importance both from the 
social and the economic point of view 
of having continuous employment of 
labor at as high a real wage as the 
national income will permit. In 
fact, full employment and adequate 
consumer buying power (and surely 
that includes labor) is the central 
objective toward which our national 
economic policy should be directed. 


Excessive Wage Rates 


Harmful to Labor 


But the first requirement for a 
Satisfactory labor policy is responsi- 
ble and not conflicting leadership of 
labor itself. Furthermore, wage ad- 
vances must in general correspond 
to and be paid out of increased pro- 
ductivity of labor. It is obvious from 
an economic point of view that there 
is no other continuous source out of 
which increased labor costs can be 
met. 


Monopolistic advantages and prac- 
tices of certain minority labor 
groups, such as the organized build- 
ing trades, are at times an impor- 
tant disrupting influence in our 
economy. In the spring of 1937, for 
example, an important factor in ar- 
resting the economic recovery which 
was under way was the shortage of 
certain kinds of skilled labor and ex- 
cessive labor and material costs in 
the construction industry. 

Premature advances in hourly or 
daily wage rates and excessive re- 
ductions in hours of labor of mi- 
nority labor groups, having strategic 
trading advantages derived largely 
from restrictive practices in regard 
to union membership and the train- 
ing of apprentices, are not in the 
lasting interests of labor. They re- 
sult in a decrease in employment and 
a loss of annual income which is far 
more important than hourly wage 
rates. Furthermore, they fall heav- 
ily in increased costs on the great 
mass Of industrial labor that is not 
so favorably situated and on agricul- 
tural workers. 

Most important of all, however, is 
that these labor-cost maladjustments 
tend to arrest economic recovery 
with grave consequences to all the 
elements of the population. Rational, 
far-sighted labor policies and respon- 
sible labor leadership are necessary 
in the interests of labor itself and 
of continuous economic advance for 
the nation as a whole. 

I have given much thought and 
study to the analysis which I have 
presented to you. I come out with 
the firm conviction that, in order to 
keep up the flow of income and pre- 
vent the progress of our economy 
from being arrested, we must adopt 
—in addition to the various meas- 
ures and proposals that I have out- 
lined—a program, on the one hand, 
of increasing consumption relative to 
the national income through the de- 
velopment of old-age pensions, 
health and other social services and, 
on the other hand, of undertaking 
increased public investment in useful 
enterprises of a kind that private 
capital will not undertake, but which, 
nevertheless, can be in large part 
self-liquidating. 

Such public investment could take 
the form of toll roads, tunnels and 
bridges; rural rehabilitation and 


farm tenancy loans, especially in the 


South, to make our farmers inde- 
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vendent and self-supporting; an ex- 
tension of the rural electrification 
program; hospitals and sanitation 
facilities to reduce the appalling eco- 
nomic waste of sickness and to make 
our people healthier and more effi- 
cient; and expansion of public hous- 
ing for the lowest income groups, 


Budgetary Deficits 
And Federal Spending 


Such a program need not involve 
budgetary deficits; it is entirely con- 
sistent with a balanced budget. In 
fact, I can see no prospect for bal- 
ancing the budget in the near future 
except by following this general 
course of action which would increase 
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national income and conseque ‘ly 
increase tax revenues. Edi 
The two groups in the community ment 
which have the greatest stake in ange 
raising the national income above eat 
the present level are at the opposite publis! 
ends of the income scale—stock. Even 
holders and the unemployed. 
1935 the net profits of all corpora. oe 
tions amounted to only $1,700,000,009. Our R 


In 1936, however, they jumped to s3. air: 
900,000,000. Hence, business and the “os 
unemployed have a greater stals- 
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the last ten or fifteen billion increa 
in the national income than any hi 
other group. * * * ine 
What is at stake is nothing less ange 
than our economic and political sys. h 
tem. We must not take chances on } 
delaying action too long. We neeq al in 
a concrete and flexible program that ferences 
can be put into effect promptiy, seginnin 
Let’s hope for the best, but for <j): The 
sake of preserving our liberty and oe 
our freedom of economic enterprise, si - 
let us be prepared to grapple with ee 2p] 
the worst. solitica 
The foregoing is the partial text of am 
an address June 16 in Boston before —: 
the Harvard Business School alumni. ain has 
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} It propels itself... forces its cutting plate into 
the stone ballast of the roadbed to a depth of & 
inches or more. Up comes the fouled ballast. Out 
fly the dirt and cinders. Back into place goes the 
clean stone. Now there’s good support for ties and 
track ... open channels for drainage of water. 


Perhaps “The Mole” is news to you. But it’s ouly 
one of many ways Erie protects your freight . 
assures its safe, on-time delivery. Your local Erie 
Agent will explain all the special services and facil- 
ities that save Erie shippers time and money. Call 
him on your next order! 


hamton, Elmirs, Buffalo, 
Cleveland, Akron, Chicego 
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honest but erroneous convictions, and 
that his National Labor Relations Act 


_ Should be repealed outright, 1 certainly 


June 26, 1939 

“The Yeas and Nays” 
Editor's Note: Letters of com- + 

nent and suggestion are invited. | 

Those not intended for publication, 

and {hose to which writers desire to 


y their initials attached 1/ 
should be so marked. 
initials only are to be 
printed, letters must be signed and 
addressed. 


Our Royal Visitors 

cj:Your editorial “As We Waited 
for the King” is very impressive al- 
“powing to both sides,” and your 
contains much truth. 


have anl 


though 
reveric 

However. 
outset; We are not at all a sister people 
and not “born of the same blood”! A 
nigh percentage of us Americans are 
not of English descent. And, looking 
pack in history, we find a chain of dif- 
es between both nations from our 


feren< 
jyeginning up to modern time. 

The English (the upper class, of 
course. only) have always tried to ex- 
ploit us. And this royal visit is another 
and splendidly timed piece of British 
political cunning to engage the sympa- 
thies of this nation in the event of an 
almost inevitable war which Great Brit- 


ain has conjured upon herself by her 
greed 2 years ago in the shameful 
treaty of Versailles. 

Flemington, N. J. ANDREW CORDIAN. 


A Foe of “Planning” Speaks 


Sir:—-Some years ago the citizen didn’t 


- 


hear much about his Government be- | 


cause each one tended to’ his duties 
without interference from Washington, 
and the country grew and prospered. 

Fven George Washington could not 
have planned if as great as it has be- 
come. so why try to circumscribe it now 
by planning? Instead of cutting pro- 


agree with that opinion, If I were in 
Congress I would surely work and vote 
against the Wagner Health Bill. No- 
where have I run across any active sen- 
timent which favored socialized medi- 
cine. 


Many believe thai the American 
Medical Association needs a good and 
true house-cleaning, but the physicians 
within that organization can and will, 


_if they are not throttled by iticians, 
there is a mistake at the | y d by politicians 


do a better job than mere legislation can 
possibly achieve. 

CHARLES J. LAVERY, M. D. 
Aberdeen, S. Dak. 


x~ 


Taxes and Business 


Sir:—The replies to your “Question of 
the Weex—How Can Government and 
Business Make Peace and Recovery?”, 
with very few exceptions, to my judg- 
ment, are one-sided. They are unani- 
mous on the repeal of the profits tax. 

Unless the needs for the present 
enormous taxes are reduced, the sug- 
gested tax repeal will only mean to shift 
the burden from those with larger in- 
comes on those whose ‘ncomes. are 
barely enough to purchase their living 
necessities. 

Wilmington, Del. H. N. 
x * 


Domestic vs. Foreign Meats 
Sir:—The controversy occasioned by 

the President's remark on the superi- 

ority of Argentine canned corned beef 


| over the American variety struck a sore 


duction of food and comforts, regulation | 


of distribution is all that is needed or 

wanted from the Government. 

Oakland. Nebr. H. L. NELSON. 


Trend to Totalitarianism? 


Sir:—My wife and I have been mo- 
toring, and visiting, in 17 States between 
here ‘Aberdeen, $. Dak.) and the At- 


spot that has been festering for a long 
time among United States producers of 
meat. products. While the tempest in 
the meat pot involved only 48,000 pounds 


Of beef which the President urged the 


Navy to purchase from Argentine pro- 
ducers, it served to turn the spotlight 


on a@ Situation that has, according to 
_ meat economists, been responsible for 


| 
tremendous 


lantic ocean and on our trips I have | 


talked with a great many people about 
our political set-up and achievements. 
Many have expressed dissatisfaction 
with the tendency toward the totali- 
tarian state and appear to believe that 
we are going in for statism. 

Some said that they estimated Sena- 


tor Wagner as Public Enemy No. 1, al- | 


though he is ordinarily activated by 


| 


losses to American pro- 
ducers and labor, going back to the days 
of plowing-under and hog-killing. 
What the Government did not take 
into account, or did not visualize in its 
determination to create scarcity as an 
aid to higher prices, was the fact that 
in every commodity that became scarce 
imports rose to new highs. Thus there 
arose a Situation where American proc- 
essors were forced to become importers, 
and our idle were. asked to purchase 
foreign products, whose entry into ‘this 


- 


Go the Short-Direct 
Overland 


to the 


SAN FRANCISCO 
WORLD'S FAIR 


@ Save time—save money—avoid 
highway hazards and driving 
worries. Travel on North Western- 
Union Pacitic’s famous fleet of 
Streamliners, Limiteds and Chal- 
lengers. At no added rail fare, 
return by way of Los Angeles, 
Boulder Dam, Zion-Bryce-Grand 
Canyon National Park$—or return 
via the Pacific Northwest and Sun 
Valley, Idaho—with Yellowstone- 
Grand Teton only a short, inex- 


pensive side-trip en route. 


hud . 


Going or returning- 


Spend a Yay 


cation City,” ... humming with 
metropolitan life... fanned by 
cool Lake Michigan breezes. 


.city in the colorful Colorado 
Rockies. . . famed for mountain 
parks, rugged peaks, spectacu- 
lar canyons. 


SALT LAKE CITY 


a —fascinating capital city of Utah 
and historic home of the Mormon 
empire...on the 


icturesque 


shores of the great Salt Lake. 


@ Travel overnight in air-conditioned comfort between these 
delightfully different cities and spend a day in each. 


@ Our travel experts will be delighted to plan an itinerary for you, 
designed to give you most, at least cost, for your vacation trip West. 


od se Se «= 


MAIL TODAY FOR COMPLETE INFORMATION = 


i Union Pacific Railroad or Chicago & North Western Ry, |! 
300 Nat'l Press Bidg. 723 Woodward Bldg. 
! Phone Republic 0800 Phone Republic 1991 i 
Washington D. C. Washington D. Cc, i 
LaSalle St., Chicago, Il, 148 8S. Clark St., Chicago, Til. 
Send complete information, including tree illustrated literature, abowtthe , 
San Francisco World's Fair. 
! © Tell me about Escorted, All-Expense Tours. 
! 
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If etudent, please state grade... ... 


country in tremendous quantities liter- 
ally put them out of their jobs. 

While the flare-up among American 
producers came in connection with Ar- 
gentine beef, no less serious have been 
the large imports of meat products from 
other countries, notably tinned ham 
from Poland. Imports of Polish ham 
rose to new levels immediately after the 
hog-killing program got under way in 
this country during 1935. Since then 
millions of pounds have reached our 
shores annually. 

Now there is a determination on the 
part of American producers to defend 
American meat products from further 


inroads from abroad. First practical ap- | 


plication of this effort was the recent 
announcement 


that Polish style ham, | 


flavor and all. would be produced in the | 


country from American corn-fed hogs. 
New York, N. Y. C. E. DAVISON. 
x * * 


Realizing “Moral Rearmament” 


Sir:—In your May 29 issue “E. G. 8.” 
Says: “Let us alone and we can work out 
our Own problems.” 

This writer would suggest that. as all 
are concerned and responsible for the 
economic and social condition now pre- 
Vailing, there is need for intelligent co- 
operation instead of submissive sur- 
rendering of God-given principles and 
Privileges recognized in our American 
Constitution. 

It is possible to readjust our social, 
economic and altruistic ideas through 
what we have learned from the past, to 
justify the claim that this generation 
can usher in a new civilization, where 
poverty no longer prevails; disease, crime 
and unhappiness will cease from lack of 
conditions that will propagate them, and 
David Lawrence's “Moral Rearmament” 
will not be a dream but a reality. 

Oakland, Calif. 


F, E. DONALDSON 


INFLATING MONEY: A SPUR TO RECOVERY? 


yust when the legislative machin- 4 


ery had gone into high speed to 
finish enactment of tax, relief and 
monetary control measures before 
June 30, trouble appeared. 
The legislative trouble developed 
last week when the bill to continue 
the President’s devaluation powers 


A monetary monkey- 
wrench in the legislative 


machinery. Issue at stake, 


and authority over the stabilization 
fund was brought up in the Senate. 

Senator Pat McCarran (Dem.), of 
Nevada, and Senator Elmer Thomas 
(Dem.), of Oklahoma, offered 
amendments to provide for issuance 
of two billion dollars in new cur- 
rency, an increase in the price of 
silver from the present 64.64 cents 
an ounce to $1.04 an ounce and a 
bonus of 25 per cent to foreign 
countries which proffer foreign sil- 
ver at. the world market price in 
payment for American agricultural 
commodities. 

The theory behind the proposal for 
issuance of additional currency is 
that an addition to our money sup- 
ply would give additional stimulus 
to recovery. The proposal to in- 
crease the price of silver is based on 
the contention that it is necessary 
for western mining interests and 


—Harris & Ewing 


MONEY, MONEY, MONEY 


Senator Thomas of Oklahoma, 

whose threat to filibuster a cur- 

rency expansion bill into legisla- 

tion endangered the measure which 

sought to extend the President’s 

monetary powers past the June 30 
deadline. 


also as a special lever for currency | 


inflation. 

When it appeared that Adminis- 
tration leaders were unwilling to 
make any concessions to the silver 
bloc of Senators, 
started. 

Senator Barkley announced that 


a filibuster was 


the Administration is willing 
maintain the price of domestically 
mined silver at 64.64 cents an ounce 
but is unwilling to raise the price 
even to the 77 cents an ounce level 
established a few years ago. 


to+ relief activities, 


But until the silver issue is settled 
the way may be blocked for enact- | 
ment of the $1,735,000,000 relief bill | 


providing funds for WPA, NYA and 
the Farm Security Administration 
for the fiscal year beginning July. 1. 


Unless more money is made avail- | 
able, operations of these agencies, | 


Which make up the bulk of Federal 


will have to be 
stopped within a few days after the 
Start of the new fiscal year. 

Unless the monetary control meas- 
ure is enacted the President's power 
to operate the two-billion-dollar ex- 
change stabilization fund will expire, 
endangering this country’s control 
over fluctuations in exchange rates. 
Secretary Morgenthau has an- 
nounced that his experts already are 
exploring the situation to determine 
if there is any other legal authority 
lo permit operation of the fund if 
the bill is held up. 
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You havea right to know 


the full facts about whiskey values. That 
is why we point out that this All Around 
whiskey is identical in age with 4-year- 
old bonded brands, comes at the milder 
and pleasing 90 proof, costs an average 
of 50c a fifth less.* 

“The price of Ancient Age is 50c a Afth less than the average 


cost of 6 nationally advertised 4-year-old bottled In bond 
brands. Copr. 1939, Schenley Distillers Corp. N. Y. 


STRAIGHT WHISKEY AVAILABLE 
IN BOURBON OR RYE 


| 


. Shows the ONLY chart of 


The chart shows bare facts only. But back of the chart are the reasons why the thinking 
people of the country, the important heads of business, read THE UNITED STATES 
NEWS ... The reasons are summed up neatly in this letter from the President of a 


Crealrbon— 


MORE THAN 93 % BY MAIL 


nationally known midwest corporation having offices throughout the U. S.: 


ee It is of practical value in our particular business because of the many activities of Congress 


» » - which directly or indirectly affect our particular business. ... 


It is also important 


because of the Government activity affecting other companies in which I am sink oe ‘ 


Just as there is but one fundamental reason why people of im- 
portance read THE UNITED STATES NEWS, so there is just 
one fundamental reason why it is one of the country’s best adver- 
tising mediums. Your advertising engages the attention of the 
readers of THE UNITED STATES NEWS because the publi- 
cation itself engages their attention on the most important sub- 
ject of our times—NATIONAL AFFAIRS—and in a way 
totally different from every other magazine or newspaper. 
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PROFIT-SHARING: 
IS IT BENEFICIAL? 


An analysis of effects of profit- 
sharing. A good principle but dif- 
« ficult in practice? 


HOULD the Government recommend and 
w) standardize profit-sharing plans between em- 
ployers and workers, in an attempt to revamp 
the wage system and thus minimize industrial 
‘strife? Should the Government encourage busi- 
ness to adopt the profit-sharing formula by al- 
lowing firms operating under such a principle 
certain tax exemptions or allowances not avail- 
‘able to other firms? 

Answers to these two questions, both of which 
have long been on the national docket, lie in the 
300-page report issued last week by a subcom- 
mittee of the Senate Finance Committee, The 
report covers a year’s investigation of existing 
employe-benefit systems. But it makes no rec- 
ommendations for legislation on the subject. 


The whole matter was precipitated last year 
when Senator Vandenberg wrote an important 
chapter in the century-old history of profit- 
sharing by suggesting his plan for “incentive 
taxation” as a reward to firms working under 
the profit-sharing principle. 

To look into the problem of profit-sharing and 
“incentive taxation,” and, incidentally, to pro- 
vide employers with a record of past profit-shar- 
ing experiences, the subcommittee interviewed 
almost 100 witnesses, leaders of capital and labor 
in all fields of industry. 


Single Profit-sharing Plan 


Believed Impractical 


Out of the welter of conflicting opinion, the 
following conclusions were reached: 

No standard profit-sharing formula is possible, 
but its fundamental principles should be encour- 
aged. The wage system is responsible for almost 
all conflicts between employers and workers, If 
possible, the wage scale should be blended with 
a profit-sharing differential. | 

That profit-sharing is “a very real step in the 
right direction is indicated by the reports of 
companies employing a successful plan as con- 
trasted with the experience of business concerns, 
having no profit-sharing plans, afflicted by re- 
curring labor disorders,” according to the sub- 
committee. 


These subcommittee conclusions were sup- 
ported by Senators Herring (Dem.), of Iowa, 


and Vandenberg (Rep.), of Michigan, but Sena-: 


tor Johnson (Dem.), of Colorado, the other mem- 
ber of the committee, opposed them as in con- 
flict with certain administration policies. 

' Although legislation to compel profit-sharing 
is not recommended, as a result of the survey 
Congress might consider these two suggestions: 

1. That payment to employes from accumu- 
lated profit-sharing retirement funds be exempt 
from all income taxes. 

2. That the Federal Government issue special 
“profit-sharing fund” bonds, available only for 
profit-sharing funds and to be used for the pro- 
tection of profit-sharing investments. 


Trial of Incentive Taxes 


Held Advisable 


Sharply divided on the question of “incentive 
taxation,” the committee believed further ex- 
ploration in that field was necessary. The report 
concluded, however, that “prudent experiments” 
could be usefully undertaken. 

The final impression of the whole problem is 
that the ideal of profit-sharing, in theory, is as 
invincible as ever, but that it is difficult to put 
it into practice—at least on a standardized scale. 
Individual profit-sharing plans, entered into vol- 
untarily, are the present-day solution. 

On the positive side of the picture, the com- 
mittee found that today more than 2,000 firms 


in the United States, including such companies as 


Proctor & Gamble, Eastman Kodak, Sears, Roe- 
buck and Westinghouse, operated under 200 dif- 
ferent profit-sharing plans. These various Sys- 
tems include pension plans, annuities, wage divi- 
dends and other forms of the profit-sharing 
principle, 


TITLE REGISTERED U. S. PATENT OFFICE 


The Vorce 
of Business 


W. T. HOLLIDAY 


President, Standard Oil Company 
of Ohio 


_ proposed legislation (the Harrington Bill 

to divorce marketing from other petroleum 
Operations) would destroy the unintegrated or 
80-called independent refineries. It is a notori- 
ous fact that the refining branch of the petrole- 
um industry during most of the last ten years 
has not made a profit, but that. on the other 
hand, for the last ten years as a whole has op- 
erated at a loss. The casualties among inde- 
pendent refiners during those years have been 
tremendous. 

Our company has always made a profit on its 
marketing operations, and it has Only been the 
profits from its marketing operations which have 
enabled it to survive during the last ten years. 

The bill seeks to strike down the whole refin- 
ing branch of the industry simply in order to 
punish refiners that happen to be engaged in 
production or crude oil pipe line operations. 

(From a statement before a House Judiciary 
Subcommittee June 21.) 
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BUSINESS) 


Low Interest: What It Is Doing to U. S.... 
Summer Pick-up... New Wage System? 


5% 


5% 


4% 


3% 


| 
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AVERAGE YIELD ON 
LONG-TERM U.S. GOVERNMENT BONDS 
BY MONTHS, 1929 TO DATE 


4% 


a | 


3% 


2% |_| 


1929 1930 /93) 


1932 1933 


193¢ 1935 1936 /937 /938 1/939 


2% 


| aa betrayal rates on Government long-term bonds, with minor varia- 
tions have declined almost steadily since January, 1929, as is shown 
in the chart above. The result: Cost of interest on the 40'% billion 
dollar public debt of today is only a few hundred million dollars more 


CopyRIGHT, 1939, By THe UNitTep STATES NEWS PUBLISHING CORPORATION. 


than the cost of interest on the 16% billion dollar public debt of 1929. 

The chart is of special interest to business because it reflects the cor- 
responding drop in what business men and corporations have to pay 
for borrowed funds. Money rates today are the lowest levels in history. 


SLUMP INTEREST RATES: 
ITS MEANING GOVERNMENT AND BUSINESS 


 hmenaheeiie interest rates have made front page 4 of stocks on the exchanges, the income from 


news of late. 


Early this month the U. S. Treasury marketed 
a refunding issue of five-year *, of 1 per cent 
notes, which immediately went to a premium, 
driving the net yield down to close to % of 1 
per cent. Banks immediately started slashing 
time deposit rates to 1 per cent—one large bank 
eliminating the rate entirely. 

Open market money rates, customers’ loan 
rates at banks and mortgage loan charges now 
are all at the lowest levels known. 

Bond prices have gone to new highs. The 
average yield on long-term Government bonds 
(long-term interest rate) has fallen close to the 


2 per cent level; that on first grade corporate | 


bonds below 3 per cent. 

Sometimes banks in their eagerness to keep 
surplus resources at work, bid up to par or better 
for Treasury discount bills, thus getting no re- 
turn on the loan or actually paying the Govern- 
ment to accept the money— all of which would 
have been incredible a few years ago. 

An explanation of this unparalleled low price 
of money would take the business observer all 
over the world and into all parts of our econ- 
omy. One of the most important causes at work 
is flight of capital to the United States, which 
has concentrated a very unusual proportion of 
the world’s liquid funds in this country. 

Another is the Government's policy of keep- 
ing money cheap in order to facilitate its own 
borrowing, and in order to effect a redistribu- 
tion of wealth in favor of debtors. 


Another is the Govern- 
U. S. Borrowing ment’s actual borrowing 
which — unlike private 
borrowing—tends to ease 
money rates, by putting 
funds into the markets without any direct ref- 
erence to commercial needs or provision for 
their retirement when not in use. 

Another reason for the low cost of money, of 
course, is the small demand for loans due to our 
ten-year depression and all the complex, imper- 
fectly known, and much-disputed causes which 
lie behind it. 

Interest rates are an engrossing subject. Jn- 
terest is the basic return on capitaf. Classical 
orthodox economists look upon it as a governor 
of the economic mechanism. 


Aids in Pushing 


Rates Down 


It is considered as 
largely determining, not only the income on loan 
capital (bonds and mortgages), but that on equty 
or “venture” capital—-that is, the rate of busi- 
ness profits’ It consequently affects the prices 


promotions of new enterprises, and the profits of 
General Motors—or of the corner drug store. 

The interest rate was formerly regarded as 
the reward of saving—and as the incentive, 
whose level largely determined how much in- 
come would be saved and invested. More re- 
cently, with the great development of institu- 
tional saving—particularly in life insurance— 


the role of interest as an incentive has probably: 


declined. 


It makes a very live question, however, for 
life insurance managements who are obligated— 


What 
causes them and what they cause: 


Record lows in interest. 


An aid to “planning”? 


through their legal reserves—to pay policy- 
holders 3 to 3!4 per cent on savings. They now 
find difficulty in investing new money to return 
as much as the minimum 3 per cent requirement, 
let alone covering operating costs—the “load.” 


The more “modern” liberal economists of the 
New Deal regard the interest rate as a com- 
paratively minor 
even eliminate it. 

Probably all students would agree that ex- 
tremely low interest rates are an influence tend- 
ing to modify the national economy away from 
a competitive, toward a planned or managed, 
basis. 


consideration—some would 


Low interest rates are also a measure of the 
Government's ability to borrow—and an incen- 
tive to large borrowing. Consequently their dis- 
cussion leads into a consideration of Federal 
debt and financing. 

The great gestions are these: how much Gov- 
ernment borrowing is safe, and how is the pub- 
lic debt to be regarded. To the charge of “reck- 
less borrowing” the New Dealers have two re- 
plies. One is to compare the American debt 
with that of Great Britain; the other is to re- 
define Federal borrowing as an intrumentality 
of “investment.” 


It is pointed out that our public debt is quite 


moderate in comparison with that of England. 
At the present time our gross Federal debt is 
slightly over 40 billion dollars, and state and 
local debts about 19 billion, making ‘a total of 
little short of 60 billion. Great Britain's na- 
tional debt is 35 billion and local debts 9 billion 


+ 
| 
| 


more, making 44 billion dollars. The national 
income of the United Kingdom, however, is only 
about 25 billion dollars a year against roughly 
65 billion at the present level in the United 
States. The English debt is therefore about 175 
per cent of the national income. If our debt 
should rise to such relative proportions, it would 
reach on the present level of national income 
115 billion dollars. 

Of course the other side of this argument is 
that the normal income tax in Great Britain is 
25 per cent as against 4 per cent in this country. 

The other defense of Government borrowing 
is to point out that a large part of it goes into 
durable improvements and recoverable loans or 
investments. According to figures prepared for 
the Budget Bureau such “investments” have 
amounted to 16.4 billion dollars since the middle 
of 1930, thus accounting for the bulk of the 22 
billion dollar increase in the net Treasury debt. 

These expenditures, Government economists 
maintain, should not be charged to current ex- 
penses but should be “capitalized” by use of a 
double budget—as in Sweden. 


Under this plan only 
interest and amortization 
on “capital expenditures” 
would be charged to ex- 
pense in the current 
budget. The principal would be put into the 
long-term or investment budget—corresponding 
to a corporation's balance sheet. Questions raised 
concerning this procedure relate to the actual 
investment nature of many of these outlays, the 
extremely large amount of work involved, and 
the problem of whether such “investments” will 


Double Budget 
As Record of 


‘Investments’ 


produce sufficiently large and prompt increases 


in taxable income to cover service charges on 
the bonds issued. 

It is pointed out that the Government must 
shoulder this definite charge immediately while 
the returns from social investment—however 
useful and productive it is—are likely to be in- 
tangible and may be slow in developing. 

The question of low interest rates promises 
to be with us for an indefinite time. Any pro- 
nounced rise would have to result from a rever- 
sal of the causes producing the decline; i.e. 
we should have to have very pronounced ex- 
pansion an outflow of gold, 
in Government defi- 
cit financing—or all three. Observers question 
early materialization of such influences on a 
scale greatly affecting the cost of money. 

L. M. GRAVES 


in business, 


Or a marked reduction 


News 


INDUSTRY, SALES 
ON THE UPGRADE 


Retail trade reports continue fa- 
vorable. Federal spending as aid to 
heavy industry. 


ODERATE improvement continues to be the 
prevailing trend in most lines of businece 
and industry. 

One major field of activity in which operation. 
definitely are expanding is construction. Wh;'e 
there has been sOme Slackening in awards for 
public works construction, residential contracrs 
continue to be awarded at a high rate and acta’ 
public works expenditures are increasing. 

Daily residential awards for May as reported 
by the F. W. Dodge Corporation were one-six:y 
higher than in April and more than 50 per cen: 
larger than a year ago. 

Industrial purchases recently, according to the 
available data, have been at a higher level, wi: 
commitments in some industries showing sizan\e 
gains. 

Industrial activity so far in June is reported to 
have averaged higher than last month. Railway 
freight traffic has advanced to a new weekly 
high for the year, with total loadings 15 per cent 
larger than in the corresponding period of 1932. 


Retail Trade Volume 


Shows Favorable Trend 


Retail trade volumes in the country as a whoie 
have continued to show the favorable trends reg. 
istered during May, although there have been a 
few places where trade has fallen off, the Com- 
merce Department reports. 

Department-store sales on a daily basis were 
up about 9 per cent during May as compared 
with the same month last year. Variety-store 
sales averaged 542 per cent higher. Sales of gen- 
eral merchandise in small towns and rural areas 
were 16 per cent above the daily turnover in May 
of last year and, on a seasonally corrected basis, 
were close to the highest figures of recent years. 


«The Federal Reserve Board adjusted index for 


department-store sales, however, showed a slight 
‘drop in May as compared with April. 

One of the favorable factors continues to be 
the sustained rate of consumers’: purchases of 
such durable goods as automobiles and electric 
refrigerators. May deliveries of new passenger 
cars approximated the April rate, and sales were 
40 per cent larger than a year ago. 

A continued lag in expansion programs of pri- 
vate industry is pointed out as one of the most 
unfavorable factors. Commitments by private 
industry have been higher than during the first 
half of 1938 but widespread programs of expan- 
sion such as occurred in 1937 have not appeared. 

Such expansion as has been undertaken by 
private industry appears to have been financed 
largely from funds already on hand and little 
use has been made of the huge stores of idle 
funds in the banks and in the hands of large 
investors. Security issues for raising new capital 
are smaller this year than for any year since 1935, 


Machine Tool Orders 
Make Sharp Advance 


An exception to the doldrums in other parts ©! 
the capital goods industries is to be found in the 
machine tool induStry. 

Machine tool orders rose sharply in May to 4 
figure which has been exceeded but twice in re- 
cent years. Total orders for macnine tools have 
averaged 90 per cent higher than in the first five 
months of 1938, although about one-sixth below 
new business in the comparable months of 193’. 

To an important degree this expansion (1 
orders for machine tools reflects the public wo!ks 
spending of recent months and of earlier years. 

This same trend, Government economists say, 
may be in evidence during the next few months 
as the national defense program expands. And 
while orders for airplanes and for naval and 
army equipment are expected to increase Sud- 
Stantially, additional support for the heavy gos 
industries is expected from public works and 
from increased farm benefit payments which will 
enable farmers to.order more machinery. 


TITLE REGISTERED U &, PATENT OFFICE 


The Voice 
of G overnment 


COL. F. C. HARRINGTON 


Works Progress Administrator 


j pee new plan of a Federal Works Agency ¥°'! 
make it possible to plan our Federal work pro- 
gram in close relation not only with private e™- 
ployment but also with public employment pr’ 
vided by Government investment. | 

We have to envisage a growth of public wo's 
by States and municipalities, particularly 
white-collar fields. With improvement of busi- 
ness conditions and increase of local public funcs, 
this extension of employment in public serv'°° 
will very widely occur. 

I have also heard it argued that our W 
local educational system needs Federal assistance 
of a temporary or permanent nature. 

With all these expected developments, “* 
there still be a place for a Federal work prograi 
of the present type? I think there wili be. ! 
is impractical to expect planned public works 0+ 
the public investment type to expand and col- 
tract with the ease necessary in meeting ae 
needs of the unemployed, or the needs of ‘P* 
economic system for immediate purchasi'- 
power. These needs can be met by a flexib.é 
work program developed in WPA. 

(From an address, read for him in his 
sence, before the Citizens Conference on G0" 
ernment, Estes Park, Colo., June 20.) 
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The United States News 


, oO 


13 


The 


veW record for speedy enact- + 


4 ment of major tax legislation has 
sablished by Congress. 


peen 

The House on June 19 and the 
eenate on June 22 approved the tax 
revision hil] designed to remove some 


A record in speedy tax 
| legislation. Changes by the 
Senate in bill to remove tax 
deterrents. 


of the worst deterrents to business 
including the undistributed 


recovery, 

profits tax. 

“tm the final form in which the 
measure Was approved by the two 


Houses and sent to the President on 
June 23, it was changed in only a 
few minor respects from the bill in- 
troduced into the House on June 15. 

With the bill out of the way, Sen- 
sior Barkley (Dem.) of Kentucky, 
the majority leader, announced that 
it is probable a joint Senate-House 
committee will be set up to make a 
thorough study of the tax system 
and recommend amendments for 


consideration at the next session of | 
| June 30, 1937. | 
| 5. Postponement until Jan. 1, 1941, 

taxes on 
which liquidate under the holding | 


Congress 


The Chief Amendments 
Adopted by Senate 


Amendments adopted by the Sen- 
ate included: 

1. Provision for allowing manufac- 
turers to use the so-called “last-in- 
first-out” method of 


new provision would permit the use 
of the price of the last raw materials 
entering an inventory to be used in 
emputing profits. 


tuations 


2. Provision for domestic corpora- 


tions which are forced to organize 
subsidiaries in foreign 
such as fruit companies and automo- 
hie manufacturers, to file consoli- 
dated returns. 

3. Anew rule to determine whether 
a transaction between a manufac- 


turing company and a subsidiary is | 


to be considered a sale. 


4, Allowance of six additional 


months to Jan. 1, 1940, for filing of | 
AAA processing tax refund claims. | 


computing | 
profits o1 the finished product. The | 


Objective of the | 


countries, | 


—Harris & Ewing 

TAXES WITHOUT RACKETS 
Senator Danaher, who won a point 
in adding an amendment to the new 
tax bill which would bar commercial 
interests from selling the income tax 
lists now made available to the 

public through the press. 


The previous 


holding 


company law. 

6. Assistance for small farmers by 
interpreting a commodity credit cor- 
poration loan as a sale for tax pur- 


poses. Heretofore, such transactions 
have been considered loans, not | 
sales. 


7. Allowance to residents of the 
Fhilippines and Puerto Rico of the 


same estate tax credits as are al- | 
lowed citizens of continental United | 


: ! ‘ e 
change is to deter violent price fluc- | WHS 


state taxes. 

8. Clarification of the 1938 law 
governing government allowances 
for tax indebtedness by providing 


that not only a note in hand is evi- | 
dence of indebtedness but an exten-_ 


sion or continuance of a note also is 
evidence of such indebtedness. 

9. Imposition of a fine of $1,000 or 
a year in prison or both for sale of 


lists of income taxpayers or for their | 
in periodicals 
having the privilege of second class | 


publication except 


mail rates. 


filing time expired | 


companies | 


the assets of closed banks taken over 
by new or reorganized banks. 
Amendments were introduced by 
Senator Robert M. LaFollette, Jr., to 
cut the existing $2,500 exemption for 
married persons to $2,000 and the 


_ present $1,000 exemption for single 
_ individuals to $800 and to raise tax 
_ rates on incomes between $3,000 and 
| $100,000. Both amendments were re- 


jected before the final vote on the 
bill, 

About 1,500,000 additional persons, 
it is estimated, would have been 
made liable to income taxes and an 
additional $56,000,000 in revenue 
would have been obtained if the 
amendment to increase taxes on the 
“little fellows” had passed. 

President Roosevelt recently ex- 
pressed himself as favoring broaden- 
ing of the income tax base and rais- 
ing of the tax rates on persons in 
the “middle income” brackets. 

Senator LaFollette has offered the 
same proposals for increasing income 
taxes for the past five years. The 
regard with which the proposal for 
increasing taxes on the middle in- 
come group is held in the Senate is 
shown by the fact that the vote on 
it was 38 to 38, a tite which would 
have been broken if Vice President 
Garner had been present. 


Some Major Gains 


For Business Men 


Among the other major gains to 
business under the tax measure are 
the provision to permit corporations 
to carry over net losses for two years 
as compared with only one year car- 
ry-over in the existing law; provi- 


_ Sion to allow corporations to increase 
their capital stock values; and con- | 


cessions to corporations purchasing 
their own securities at less than par. 

Senator Harrison (Dem.), of Mis- 
sissippi, Chairman of the Senate Fi- 
nance Committee, told the Senate 
tnat the new tax measure might 
yield between $1,700,000,000 and $1,- 


800,000,000 in revenue, “according to | 


the way business picks up.” Thus 


the yield from corporation taxes is — 
expected to be maintained at about 


the same levels as now. 


The most speedily enacted major 


revenue bill up to this one was that 
of 1935. It*merely revised certain 
rates upward, going to the President 


25 days after being submitted to the © 


House. 


It is true that the so-called reve- 


TAX BURDENS THAT REMAIN: 
A BUSINESS MAN’S ANALYSIS 


+ 


LTHOUGH the tax bill now in the + the undistributed profits tax which + continuation of the present act than 

stages of enactment re- 
moves a number of “tax deterrents” | 
is objectionable 


fina! 


tO recovery, it 
Many sections of business and in- 


dustry which are finding that it will | 


increase rather than decrease their 
tax burdens. 


The United States News presents | 


herewith 
viewpoint 
to the Senate Finance Committee 
‘ast Week by one of the largest cor- 


as representative of the 


porations in its field, an enterprise 
Which last year had net earnings of | 
$9.000.000. 

An official. of the corporation | 
Ponts oul that the new corporation | 


‘8X rate of 18 per cent—this is the 
highest rate in history; many busi- 


hess leaders have contended that 15 
per fen! is the maximum rate in- 
CUStry should pay—will mean a $90,- 
000 Increase in the firm’s annual 
‘éXes on the basis of 1938 earnings 
aid that the capital stock and ex- 
*€ss profits taxes even in their re- 
"sed form require “supernatural 
powers of prophecy” to avoid exces- 


pena!t y taxes. 


The text of the letter follows: 
Thave been following with keen 
Nterest the efforts being made to 
“mplify the tax structure and re- 
me some of the deterrents to busi- | 
“covery, Anything that can 

an ‘id his direction is salutary and 
“ha id to the credit of the 76th 


Earnings Distributed 
tp to 80 Per cent 


hare ‘ve that the amendments as 
the House of Representa- 


rs and referred to the Senate, 
Mina te 
Ute nr 
ed Droits tax which under the 
Present la 


Corpora: 

‘tops, and ending at 19 

per cent when 

arnings are retained un- 

“yey I note that a flat rate 

cent corporation income 


Qn 


ts q 


of such firms, a letter sent 


the element of undistrib- | 


aW is superimposed upon the | 
‘ON Income tax, starting at | 
where the income tax 


“vided to supplant the pres- 
* Per cent income tax and | 


now. reaches a combined total of 19 
per cent. 


Our company has followed the plan 
of distributing earnings in dividends 
equivalent to approximately 80 per 
cent thereof. Under the present 


Burdens on business in 
the new tax rates, as a com- 
pany executive sees them. 


A. 


Revenue Act the corporate income 
tax and undistributed profits tax on 


net. earnings of $9,000,000 (our re- | 
sult for 1938) with 80 per cent dis- | 
tributed as dividends would be 17 per | 
cent or $1,530,000, whereas under the | 
' proposed amendment at 18 per cent, 


our tax would have been $1.620.000 or 
an increase of $90,000 for the year. 


This is a decided penalty upon cor- 
porations that have in the past en- 


in the hands of the recipients. 
believe that the new flat rate should 


not be in excess of 17 per cent. This | 


rate of 17 per cent would be suffi- 
ciently high by comparison with the 


rate of 12 per cent (1928 Act); 1354 
per cent (1932 Act); per cent 


(1934 Act); 15 per cent (1936 Act) 
plus undistributed profits tax at 
graduated rates from 7 per cent to 
27 per cent; 16% (1938 Act) plus un- 
distributed profits tax from 0 per 
cent to 242 per cent. 


You will observe when the present 
administration came into power it 
found a corporation income tax of 


tax of 18 per cent which is an in- 
crease of 50 per cent on corporate 
net income. 
mendous deterrent to business gen- 
erally and this 76th Congress can 


increase in corporation income taxes. 


This is indeed a tre- _ 


stimulate business recovery hy limit- | 
ing, as far as practicable, the further — 


the proposed amendments which will 
increase our taxes. 

Re: Capital stock tax: 

The present act provided for a re- 
valuation of capital stock on June 


30, 1938, and each three years there- — 
after, which imposes supernatural 


powers of prophecy upon corporation 
management to no mean degree to 
prevent penalty taxes being imposed 


under the caption of “Excess Profits 
- Taxes” ranging from 6 to 12 per cent. 


The only safe plan for management 
to follow, to avoid the exorbitant 


| “Excess Profits Tax,’ was to place an 


excessively high value on_ capital 


stock as it could ot be revalued for | 


a period of three years. 

Considering that 1938 gave promise 
of being a fair business year we be- 
lieved that the future trend of net 
earnings would be upward and at 
June 30, 1938, we placed a high value 
on capital as a protection against 
excess profits taxes over the next 
three years. 


is is now apparent that our capital 
valuation is higher than it should be. 


We should have an opportunity to | 
_ adjust it downward but the proposed | 


amendment will only permit a re- 


vision upward so the proposed re- | 
lief to tax oppression in our indi- | 


vidual case is a misnomer. 


We appeal to this 76th Congress to | 


remove the element of “three-year 
prophecy” from the capital stock tax 
act and so amend to permit a re- 


valuation at the option of the tax- | 


payer annually. This will cut down 
the number of returns that would 
be required if it was obligatory to 


revalue annually and the Govern- | 
ment is amply protected on capital | 
_ stock tax in that the taxpayer will 
12 per cent and it now proposes a | 


see to it that he revalues often 


enough to provide sufficient exemp- | 


tion from excess profits tax. 


(Note: The tax bill as it was sent 
to the President for his signature on 
June 23 embodied the provisions 
which are objected to in the above 


Needless to say, we would prefer the | letter.) 


Revised Taxes: What Congress Did 


—Wide World 
THE LOSER 


Once again Senator La Follette is 
unsuccessful in getting his col- 
leagues to agree to broaden the in- 


come tax base so as to include those 
now exempt from the internal 
revenue collector. 


Business for 1939 justi- | 


| fies hopes for some improvement but 
deavored to follow the desires of the | 


Administration and distribute earn- | 
ings freely to permit their taxation | 
We 


nue bill of 1937 was sent to the 
White House five days after it left 
the Ways and Means Committee. 
But the 1937 measure only plugged 
loopholes in the existing law, such as 
personal holding companies, incor- 
poration of hobbies and so forth. It 
was a highly technical bill, under- 


‘stood by few persons, and with little 


interest and less debate Congress ac- 
cepted it on the recommendations of 
the revenue committees. 


In the last 22 years, 13 major reve- 


+ THE PRESIDENT'S NEW LENDING PLAN + 


[Continued From Page 5.] 


gram, loans for minor improvements 
end repairs, loans to resettlement 


cooperatives, and loans for water fa- | 


cilities. 2— $500,000,000 — $250,000,- 
C00. 
III. Foreign Loans. Extension of > 


short and long-term loans to foreign 
governments for the purpose of pro- 
moting our foreign trade, The pro- 
ceeds of these loans would be spent 
in the United States and would be 
used for development and recon- 
Struction purposes in the foreign 


country. 2—$500,000,000 — $200,000,- 
G00. 
“Totals: $3,060,000.000 (total pro- | 


gram); $870,000,000 (for 1940). 


This program would stimulate a 
greater amount of productive ex- 
penditures than is indicated by the 
total estimated loan disbursements 
of $870 millions for the fiscal year 
1640. Some parts of it will involve 


bill, have been enacted. The average 
length of time between the introduc- 
tion of these bills into the House and 
their final passage by both Houses 
has been 90 days. 


In the past, bills which reduced | 


taxes have taken about as long for 


enactment as bills which increased | 


taxes. 


DIVIDEND NOTICE 


PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 
Common Stock Dividend No. 94 


A cash dividend declared by the Board 
of Directors on June 14, 1939, for 
the quarter ending June 30, 1949, 
equal to 2% of its par value, will be paid 
upon the Common Capital Stock of this 
Company by check on July 15,- 
1939, to shareholders of record at the 
close of business on 40, 1949, 
The Transter Books will not be closed, 


D.H. Foore, Secretary- Treasurer, 


San Francisco, California. 


000. 


r.anced by Federal funds, and other 


indirect expenditures will be gene- | 


rated. 
To give effect to the program out- 
lined above, some supplementary. 


legislation will be necessary. As a 
part, however, of the whole program 
stimulating productive employ- 
ment, I include another proposal 
which will not require legislation in 
addition to that now pending. This 


is the expansion of the public hous- | the amount appropriated one hun- 


ing program of the United States 


Housing Authority through extend- | 
_ ing its borrowing power by $800,000,- 


I have already indicated my 
approval of this legislation. 


If you think well of such a pro- 
gram as I have outlined I shal] be 
glad to confer with you and your 
colleagues and with members of tne 
House of Representatives. I am 


sending copies of this letter to the | 


Chairmen of the Appropriations, Fi- 


Chairmen of the Ways and Means, 


- <dditional local expenditures not fi- ¢ Banking and Currency and Appros 
:arm purchases, rehabilitation pro- | 


priations Committees of the House. 


Sincerely, 
FRANKLIN D. ROOSEVELT. 
The President wrote Senator 


Byrnes in response to the followe 


_ ing communication he received from 


the Senator under date of June 19: 
Dear Mr. President: 

The resolution passed by the House 
on the 16th, making an appropria- 
tion for work relief, provides that of 


dred and twenty-five million dollars 
Shall be transferrea to the Public 


| Works Administration. 


You did not submit to the Con* 
gress an estimate for an appropriae 
tion for the Public Works Adminis- 
tration. I wish you would advise me 
what effect, in your opinion, this 
transfer will have upon the number 
of persons to be furnished employ- 
ment during the next fiscal year, and 


| Whether or not you believe the trans- 
nance and Banking and Currency | 


Committees of the Senate and to the | 


fer wise. 
Very respectfully, 
JAMES F. BYRNES. 


— 


THE TRAINING AND EXPERIENCE of the personnel of this 


organization is partly reflected in the length of service of its 


officers and employees. The period of service of its directors 


averages 27 years; that of all employees, over 11 years. One- 


- third of the entire staff has a service record averaging 19 years. 


CHICAGO, 201 SO. LA SALLE STREET + 


NEW YORK, 35 WALL STREET 


AND OTHER PRINCIPAL CITIES 


ih 


IT OUGHT TO BE 


ILLEGAL, 


OR SOMETHING... 


It is reasonable for a man to sort out the advantages of 


Alcoa Aluminum and use a judicious combination of, say, 


two of them, any time, any place. 


Such as lightness and strength. 


Or resistance-to-cogrosion and strength. 


Or high electrical conductivity and strength. | 


But. when a customer comes along and puts 


all four 


to work in one device. . . well. anyway, it just shows, what 


human ingenuity can do with the right materials! 


This device is a traveling arm on an automatic electro- 


plating machine. A hundred pounds are hung on it with a 


deflection of less than one-hundredth inch. It is a low- 


resistance conductor for the plating current. It resists the 


corrosive fumes that arise from the baths. And its light- 


ness cuts down on the weight-in-motion. 


We have not heard that this arm made of Alcoa Alumi- 


num is expected also to go out and hunt for business! 


What it does do is to save money on the job. 


Which is what the many alloys of Alcoa Aluminum 


have heen developed to do for you, whether you utilize 


one advantage or as many as four or more. 


May we help you match those advantages to your own 


business? Aluminum Company of America, 2106 Gulf 


Building, Pittsburgh, Pennsylvania. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened” 

GEORGE WASHINGTON 


June 26, 1939 


Vol. VII, No. 26 


| 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.” 


VOLTAIRE 


HE other day I was riding on a train with a banker 
from the West who used to be president of the 
American Bankers’ Association and our conversation, 
turned toward the subject of credit for small busi- 
nesses. My banker friend said he saw no legitimate need 
that was not being met by the banks, and that govern- 
mental intervention was unnecessary. So I remarked: 

“Let’s take a hypothetical case: A small manufactur- 
ing business wishes to build an addition to its plant which 
is already mortgaged on a sound basis. The business 
is meeting its interest charges and making $25,000 a year, 
and has a good record of sound management. The addi- 
tion costs about $100,000.” 

“Well, there are banking institutions which would lend 
60 per cent of the value of that new plant,” said the banker. 

“For how long?” I asked. 

“Well, five years or possibly ten.” 

“That means $60,000 would be advanced, and, I sup- 
pose, monthly or quarterly payments on principal would 
be required in addition to interest?” 

“And what about the other $40,000. Where will that 
come from?” 

“Certainly not from the bank—that’s equity money.”’ 

So we met at once the crux of the problem of capital 
for business. What is often called “credit” is really 
“equity money.” The old way was for the borrower to 
get a first mortgage from the mortgage companies or 
banks and a part of the capital used to come from second 
mortgage loans on which a high commission was exacted, 
and the balance had to be borrowed in what was the 
equivalent of a third mortgage. 

The orthodox banker says that a business which has 
not saved up enough to take care of “equity money” has 
no right to be expanding, and that the $40,000 should 
come out of surplus or should be obtained from individual 
capitalists who buy preferred stock or common stock in 
the enterprise and stand to profit by the risk they take. 
This is what has been called “risk capital.” . Without such 
capital, economic recovery and reemployment cannot be 


achieved. 
Now let’s see what has hap- 


OLD LOANS 
pened to the construction indus- 

CAUSED LOSS OF try in the last few years. The 

MANY HOMES) ™22 and wife who wanted to 


build a home used to go to the 
bank or mortgage company and get a loan of 60 per cent 
of the combined value of house and lot. If the home was 
to cost $5,000, they could borrow $3,000. In the old days 
they might or might not get a second mortgage, but when 
they did, the curtailments were so heavy and the loan was 
of such short duration that many a citizen lost his home 
because he could not meet the heawy second mortgage 
payments. 

Along came the government with the Federal Housing 
Administration and said: “We'll get rid of this second 
mortgage problem altogether and combine the first and 
second mortgages and we’ll spread the period of payment 
out to fifteen or twenty years so that your monthly pay- 
ments will be easier to bear. We will in some cases lend 
you as much as 90 per cent of your needs. You must put 
up the 10 per cent.” 

Well, the ten per cent is the “equity money.” The 90 
per cent was simple bank credit. But the banks would 
never assent to any such plan. It was, they averred, wrong 
from every concept of sound banking. That is why the 
government said to the banks: “Never mind, we’ll stand 
back of the loan you make. Go ahead.” 

And the banks have gone ahead and made the loans, 
construction has been increased, and today the FHA is 
regarded as one of the most successful of the government 
lending agencies. Government funds used have been 
relatively little. But government support by bolstering 
the confidence of the bankers so that they could lend their 
own funds has been considerable. 

The idea wasn’t new. Julius Rosenwald of Sears-Roe- 
buck proposed it at one of President Hoover’s housing 
conferences ten years ago and Sears-Roebuck actually has 
carried on its own lending and building operations on that 
basis. But there were not enough such aggregations of 
private capital to extend the formula, and hence the gov- 
ernment entered the picture under the New Deal. 

What the government has done for construction in the 
small home field, is now being urged for construction in 
the small business field through the Mead-Allen bill. The 
Association of General Contractors is supporting such 
measures because it knows this is a very good way to 
stimulate construction. 
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By DAVID LAWRENCE 


It has been argued that the Mead-Allen bill goes far 
into the lending business and interferes with existing 
processes. If it does, it can easily be amended to prevent 
such a contingency from arising. The attitude of the 
banks of the country, as reflected by their spokesmen at 
congressional committees, however, has not been one of 
cooperation but of hostility to anything in the way of 
government aid for small businesses. 


The Mead-Allen bill is not a perfect measure but it is 
the culmination of a national need described on this page 
as far back as 1934. The bankers who say: “There is no 
need,” are really saying, “Because government will not do 
other things we think essential to recovery, we prefer to 
have nothing done.” 

Such a stalemate gets us nowhere. It is true that there 
are “other things” which need to be done, other govern- 
mental policies which need to be altered and H. I. Phillips, 
in the adjacent column, describes humorously yet with 
more truth than fiction, salient factors in our present set- 
up. But the need of legislative changes does not invalidate 
the main argument, namely, that equity money, whether 
it be called credit or anything else, is needed by American 
businesses. It is especially needed by those concerns 
which have in the last seven or eight years drawn down 
their surpluses to meet deficits or which, on account of 
high taxation, higher labor costs and other items, have 
been compelled to use a larger and larger part of their 
annual earnings for operating expenses instead of putting 
aside annually large sums for savings to be used for plant 
expansion. 

What the bankers fail to perceive is that if the govern- 
ment becomes more and more of a factor in supporting 
sound long-term loans, the government becomes auto- 
matically a partner in the process of seeing that earnings 
must be made. : 


FEDERAL LOAN 


It is all very well to say that in 
the end the loans will be taken 
over by the government and that 


IS NO PRELUDE th 
TO OWNERSHIP ownership, but the faith of the 


American people in the system of private enterprise is too 
deeply ingrained to permit such a development. 

We have had plenty of experience with government 
lending. It began in war time. Unfair and untruthful 
propaganda has been circulated that it has been a total 
loss or a big loss. The facts are just the reverse. Every 
big lending operation of the government from the time of 
the old War Finance Corporation to the Reconstruction 
Finance Corporation has servéd a public purpose and 
come out fairly well on the financial side. On April 3rd 
last, on this page, was given the seven-year record of the 
RFC, which shows a profit. Also on May 29 was given on 


‘page 1 of this publication a pictogram visualizing the 


present status of the ten major lending agencies of 
the government and showing an operating profit of 
$414,000,000. 

The government can engage, of course, directly in com- 
mercial and investment banking and it will be forced fur- 
ther and further into it unless the men who handle the 
money of the country, the commercial as well as the in- 
vestment bankers, come down to Washington and begin 


.to work with the government on plans for the flotation 


of capital whether it be bonds or stocks or long-term loans 
or “equity money.” Capital can be mobilized—idle money 
means idle men, 

The federal budget is unbalanced and the economic re- 
covery of America has been delayed as much by lack of 
statesmanship on the part of business, industrial and 
financial leaders in America as on account of the incom- 
petence of the New Deal and the Congresses it has been 
dominating. 


The President has just launch- 


BANKERS’ AID ed a new spending program—this 
CAN BENEF IT time ania on private lending al- 
NATION TODAY together but with government 


backing in case there is hesitancy 

to make loans. Many superficial criticisms are already 
being made by those who have not studied the plan. Yes, 
it may have political benefits to the New Deal. Yes, it may 
be only a temporary stimulus and does not get down to 
“fundamentals.” But the fact is that private lending with 
government guarantees has been formally proposed. 
What answer now from those who cry “no confidence” ? 
Recovery can come when bankers, business men, mem- 
bers of Congress, and people generally cease to think in 
terms of group selfishness and place the common interest 
above all else. There are ways by which the genius of 


Attitude of Bankers Toward the Mead-Allen Bill Does Not Reflect the Cooperative Spirit 
Needed At This Time---Recovery Can Come If Business Men Will View Present 
Day Conditions in Realistic Mood Instead of With Deep Prejudices 
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EQUITY FINANCING 


By H. I. PHILLIPS 
(Reprinted from The N. Y. Sun) | 


(“Henry Ford started the Ford Motor Co. 26 years ago | 
with $2,800.”—News item.) | 
THEN 

A man demonstrates a horseless carriage and asks 
financial backing. He says his name is Henry Ford. 

Nobody knows him. 

He says he needs about $2,800. 

He gets it. 

The business starts. 

TODAY 

A man demonstrates a horseless carriage and asks 
financial backing. He says his name is Ford. 

Nobody even asks his first name after he mentions 
$2,800. 

He goes to some wealthy men but they tell him this is 
no time to take chances. 

He goes to a banker. The banker says a horseless car- 
riage might go all right, but the bank is putting all its | | 
money into Government bonds. 

He goes to a close friend, who expresses the belief a 
horseless carriage might have a future, but that on ac- 
count of the economic setup, the unbalanced budget, the 
inflation scare, etc., it is no time to launch a new project. 

He goes to another close friend, who is quite delighted 
with the horseless buggy, but who “isn’t putting any 
money into anything now on account of the European - 
situation.” 

He goes to a politician. The politician says a horse- 
less carriage looks okay on paper and might be profitable 
through replacing the horse and buggy; but that to re- 
place the horse and buggy would be to throw blacksmiths, 
hack drivers, feed store workers, harnessmakers, etc., out | 
of work. | 

He finally locates a couple of capitalists who have | 
imagination enough to see a future for the automobile, but | 
he drives them out by predicting that “they will make | 
millions.” The thought of what they will pay in taxes | 
scares them so much they order. Mr. Ford to forget all ' 
about it. 

He decided to try Wall Street. | 

The SEC demands a demonstration. The car works | | 
perfectly, but the commission cautions Mr. Ford against 
undue optimism, overstatement or the use of superlatives. 
It holds up everything while it makes a six-month in- 
quiry to see if his right name is Henry Ford, 

A broker agrees to float stock. 

The flotation is rendered a little difficult by SEC rules 
that lines in the advertisements such as “may ultimately | 
become as popular as the horse and surrey” and “likely 
some day to take its place as a pleasure vehicle” be deleted 
in the interests of honesty. | 

Ford quits Wall street, finally gets $2,800 from a group | 
of friends—Heaven knows how—and starts a small shop. 

Labor delegates warn him that for every man he hires 
to make an auto he must hire at least one livery stable 
worker. | 

There are a series of strikes. They are referred to the | 

-NLRB. The NLRB investigates for a year and a half and | 
files a report charging that a horseless carriage industry 
is unfair to whip makers. 

Mr. Ford appeals to Washington and explains, rather 
pathetically, “All I am trying to do is to make some 
horseless carriages.” | 

There are frenzied speeches in the Senate and House 
in denunciation of the new invention by orators who 


speak as “a friend of that noble animal, the horse.” 
The President names a Commission “To Inquire Into 
the Aspects of the Horseless Carriage With a View to | 
Possible Effects on the Economic/ and Social System.” | 
The committee announces have a report ready 


America’s banking world can help bring recovery. 


Bankers and business men ought to be fighting here at 

the national capital for a real recovery program instead | 
of complacently waiting for a Republican to win the 1940 | 
election. 

Conditions that face us today—in 1939—are different 
from ten years ago when the economic system was not | 
being thrown out of balance every other week by a war | 
scare in Europe or in the Far East or by the sabotage of : 
economic nationalists abroad who have robbed us of the | 
world trade that used to give employment to our surplus 
labor, in farm and factory, now counted as 10,000,000 
persons. 

Bankers and business men know how money works. 
Congress knows what the public as a whole will support. 
There is plenty of opportunity to get together even at this 


late date in Washington. 
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